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THE CHAIRMAN: we will defer consideration 
of this Exhibit "543", whether we will or will not release 


that Exhibit until Mr. Cottle is here. T want to hear 


him. 
MR. PLOTKINS: YESoe 
THE CHALRMAN: All right, Mre Plotkins. 


JOHN STANGER, having been first 


duly sworn, examined by Mr. Frawley, said; 


Mre Stanger, what is your position in the Liun Oils Limited? 


I am in the marketing department, the office end of it. 
And is the statement, Exhibit "545" called "Interim Report 
On Marketing Operations for 1938", is that a document 
prepared bY you? 

YoS 5 

And you are here for the purpose of putting this statement 
in evidence? 

Yes. 

Would you mind then, you might if you like perhaps say 
what it is very generally and then read it, I would think, 
into the record after you describe it briefly? 

Yese 

The purpose of it? 

Yes, this statement is intended to give a brief sketch of 
our operations egpecially during 1948 and also to outline 
some of the methods in which we handle the questions of 
marketing such as prices, etcetera; it also touches on 
the distribution system and on the goods and sales of 


lubricating ocils and greascs. 
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q@ All right, Mr. Stanger, I think you might just road it 
into the record now and stop to elaborate on it any place 
where you think it needs it. 

8 Yes o 
THE CHATRMAN: Excuse me, Mr. Frawley, I 
wanted to ask you »Defore, while it is present in my mind, 
are we dealing with the question of spreads in lubricating 
Oils and other greases as a separate matter or not? 

MR. FRAWLEY: Wess 
THE CHAIRMAw: We have not heard a great deal 
about whether or not those who have te buy lubricating oils 


and greases and things are being overcharged or underchargod. 


MR. FRAWLEY: The consumer you mean? 

THE CHa TRcANs Yeso 

MR. FRAWLEY: he consumer price on lubricants? 
THE CHAIRMAN: Yes, and it is important to 


the farmers. 

MRe FRAWLEY: Yes, that is quite true. 

THE CHAIRMAN: And it is something we are called 
upon to deal with. 

MR. FRAWLEY: Yes, it is something which is 
certainly in the record. We have a general description now 
of the movement of those lubricants, at least to the way in 
which the prices ar3 fixed; one way is they are fixed the 
Sume for all of Aiberta with the freight ponled; whether 

or not that mark-up over the laid-in cost, which is appreciable 
on Mr. Mackenzie's statement, in fact on all the statements, 
is very large, whether that is a proper spread, justifiable 
spread, is something which I think will havo to receive some 


considerations 
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J. Stanger 
THE CHAIRMAN: Yese 
WITNESS: . Lion Oils Limited is a 


marketing company owned and controlled 100% 4n Alberta. 

THE. CHAIRMAN: I am sorry to interrupt you so 
often, but before we get really started, if I might ask 

these preliminary things. Mr. Nolan, there is something 

you hoped to have this morning? 

MR. NOLAN: YeSe Unfortunately Mr. Halverson 
was not in Toronto and it has not come in by mail. I expect 
he will be there todey and it will be sent by air mail and 

it will be here, I hope, very shortly. That is the question 
of the relationship of the jobbers? 

THE CHAIRMAN: YeSa 

MR. FRAWLEY: Mre Nolan eays, points out that 
his company has not by any means c.erlooked the question of 
lubricating oils and greases because lr. Halverson's 
memorandum, Exhibit "317", deals wholly with Lubricating 
Cils, sales distribution and prices and it may be that the 
other companies have not submitted anything quite as complete 
as Mr. Halverson did but I am still wondering whether or not 
we have scmething from the British American. The matter 
will have to be further considered and I will do So. 

THE CHS IRMA N: I dc not carry in my mind what 

is in all these bricfs but there has not been a very general 
discussion of lubricants, Mr. Nolan, to the extent that wa 
have been discussing other spreads and I just wondered 
whether Mr. Frawley vas intending to decal vith it further. 
MR. NOLAN: Yes, I understand. 

THS CHALRMA WN: I think I do recollect now 


that Mr. Halverson gave a fairly complete statement but I 
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think he may be the only one. 

MR. FRAWLEY: I must look into it and see 
how complote the statement of the British American was. 
THE CHSTAMANs anVgy, we have in mind now 


that we are conesrned with that. 


Me FRAWLEY: Yes,.we must be in the end. 
TH CHAIRMAN: All right now, Mr. Stanger, 


please. 

“ITNESS 3 Lion Oils Limited is a 
marketing company owned and controlled 100% in Alberta. 
The company owns its own marketing facilities and has a 
working agreement with Lion Refining Company whereby it 
purchases the total output of that refinery at prices 
which arc Lower than those which it would have to pay 

to competitive refineries. The company, during its 
first year of operation, had one station in Calgary, 
Bdmonton and Millet, practically no storage facilities, 
and only one truck for distribution purposes. 

THE CHalRM&Ns: Doe S it appear when the first 
year of operation started, you say "the company during its 
first year of operation", you might tell us vhen that yoar 
Wase 

MR. PLOTKZINS: The company was incorporated 
on fJugust ist, 1933, that is the Lion Oils Limitcd as a 
separate marketing organization. 

Me. FRAWLEY: It was 1983 you hac the one 
station in Calgary, Zdmonton and Millet? 

Mi. PLOTKINS: Yes, august lst, 1956, an 


Alberta charter. 
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J. Stanger 

THE CHAIRMAN: 411 right. 

WITNESS: By 19358 the company had 


extended its operations to comprise stations in 
Edmonton and Red Deer, four in Calezary, and a distributing 
outlet at the refinery in Manchester, as well as owning 
certain oguipment on the premises of wholesale dealers. 
The net fixed assets of the company after deducting for 
depreciation in merketing and distributing facilities as 
at December 3lst, 1938, was 316,016.16. 

A briof summary of the 
properties and personnel incidental to the 1948 operations 


is as follows: 


Numbor of company owned distribution centres A 
Number of company owned retail service stations 

without bulk facilities G 
Number of retail selling pumps c*stributing 

Lionoil products 64 
Number of wholesale agencies stocked with 

Lionoil products 36 
Number of t2uck distribution agents 200 
Number of company owned truck and treiler units % 
Number of tire consignments the 
Number of permanent company simployees in wholesale 

and retail and distribution service ad 
Office and salesmen personnel 8 


2 summary of the ssles of 
refined gasoline products for 19288 is as follcws:-- 


Gallons % of Total 


Ethyl 52,666 2.2059 
Gold whieh is standard 428,739 16.409 
Q THE CHAIRMAN: Is that "Gola" troatec with 


tetraethyl lead? 
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A Yes, that is the standard gasoline. 
Q MAJOR LIPSETT: That is purchased by your’ 


company, is it not? 


A Yes. 

a) Manufactured? 

Ls No. Both the ethyl and the standard. 

q THE CHAIRMAN: Yess 

4 Lion white, which is a third structure 

white gasoline 937 , Jo. 36 6321 

Flight 128,061 4.959 
MRo FRAWLEY: Which is what? 


Which is a naphtha standard gasoline which we market for 
competitive purposes. 

Tractor Gasoline, which was 
marketed the first half roughly of 19438 which we later 
discontinued, 291508 gallons, representing 11.288% of the 
total. 

q MR. PLOTEINS: Pardon me if I might interrupt 
at this point because I think explanations are in order; 
Mre Stanger, why did we sell this tractor gasoline and this 
product called "Flight"? 

LB Well as far as the tractor gasoline was concerned a similar 
product was marketed by nearly every company, I believe, 
in the early part of 1958 and we had this gasoline at that 
time; there was also our own particular reason in that 
we have always kept our Lioncil Uhite gasoline qs a 
premium product and with the only excepticn that it is not 
a leaded gascline it is, we believe, as good as any gasoline 
on the market. 

Q Well now, you had probably better oxplain that to the 


Commission, why do you say that our Lion White is a premium 
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gasoline in your estimation, premium third grade? 

4 Yes, well I believe as far as general oil companies aro 
eoncerned the third grade gasoline is not a very strong 
point in their retail seles; they rather look for 
more sales of leaded gasolins and consequently they just 
put out an average run of White gasoline but ours, we 
make it, in every pussible way conforring to a set of 
specifications which are the equal of standard gasolines 
with the exception of course that it is not lvaded. 

Q Is the competitive third grade, until a short time BZN, 
until the British Americen erected its refinery end 
started to process its own requirements, where was most 
of the third grade gasoline coming from? 

& Lt was manufsctured at the Imperial Oil. 

Did it ennform to the specifications of standard gasoline 
with the exception ef lead? 

B I rather doubt it. I do know very positively, although 
so far as specifications of gasoline, I imagine it came, 
that our product was always regarded as a premium product 
over the major companies‘: white gasoline especially from 
the selling standpoint in that a visible pump bowl 
having our Lionoil White gasoline in it is a very bequtiful 
thing to look at. The gasoline is crystal clear and 
with a really polished bowl it looks 100% whereas the 
white gesoline of most of the other companies, especially 
those obtaining their products from the Imperial Oil had 
a very. cloudy, almost dirty kind of look. It certainly 
was not crystal clear. 

Q Yes, now let us go into that, now what would be the effect 


of a customer coming to a service station and noticing a 
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grede of gasoline clear and clean and inviting and 

along side of it another third grade that is yellow 

and you cannot see through the bowl and which is not 
inviting? 

I imagine they would take the better locking product. 

That is just human nature. 

Would they be willing to pay more money for it? 

Yes, that is probably true too. 

So that when we say that our third grade gusoline, due to 
the fact that we manufacture it and make a very fine 
product of it and it is not subject to being bought from 
Somebody else, and where ho restrictions are impcsed, on 
what has that an effoct? 

The sales. 

The sales of our third grade gasoline? 

Yes. 

Because we have the refinery and we deliver a particularly 
fino product which we make, which is considerably better 
than, in-our opinivn, and we will be able tc »rove that 
later on, than the competitive third grade such as acto --- 
Well, we make it, ° f will put it this way, we make it as 
good aS we possibly can and as a result it was better than 
the majority on the market. 

Now what have you to say in regard to Flight gasoline? 
Flight gasoline was, as I have said before, a naphtha blended 
produet put out for the express purpose of meeting some of | 
the competition afforded us through the sale of naphtha, 


crude naphtha and other naphtha blended gasolinese 
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Stanger 


Yes, what competition in chief? 

The competition mainly in 1938, I believe, a competition 
from the sale of naphtha. 

Who sold the naphtha, who was able to sell naphtha? 

In 1958 every major company had naphtha available for sale 
and I belicve any jobber that was purchasing their products 
from the main companics. 

Was it available tu us? 

That I do not just recall. 


MR. ©LOTKINS: All right. 


( Go to Page 12,478 ) 
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Je wenger. 

MR. FRAWLEY: LOU Arev making a pon S: OF ot ine 
fact it was a naphtha blended gasoline and Lion white 

was not such a gasoline? 

NG; the DOIneol Ss ahet Plight casoline, of which Jieuvess 
THe, Prlce Liev Wilt be put in, it wild, show ities, <eld at 
an extremely luw price, 10 cents a gallon 4s5\a matter of 
Lacy, tanw waeron price. It was a product we took little 


TVOUDLE With, being entirely a orice’ propositiom 


MR. PLOTR ING: That was done to meet competition? 
Yeas 
MR. FRAWLUBY: Lion White,. there was no 


blending of naphtha with that? 


— 


There would Dé in Une Winter. Gime a small blend of Slane 


naohtha. 
Trectvor kerosene DODO te 8.108 
Draciox Wied: a pee 4.549 
I might add a word of explanation as to what 
Tractor Fuel was. We Dave not Marke ted i Gurine 950" 


It was a blend of raw casinghead naphtha and Diese] fuel. 
We blendec this product as we found it had considerable 
eustomer acceptance and worked extremely well in John Deere 
tractors. he oa Matusr of fact, SiRGe Our w@iscontinuance 
of it this year we have had numerous enquiries for this 
LuéL,) a8 the sesinghead in it enabled the tractor to stant 
Cit iieVery Very nicely and the Dressel fied eee! them 
remarkably long hours. Gasoline in a John Deere tractor 


would Hot hevye given them the same length of hours. 


Diesel 54 , 886 £2126 
MR. FRAWCEY: That is just »urchased am sold? 
MR. PLOTKINS : We want to explain timt. Who was 


thie naphtha gold to. Did we sell that in cur own operations 
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J. Stanger. 
A certain proportion of it we 
it we turned over to dealers, 
You mean independent jobbers? 


Yes. 


did. a LAree WNrToOpOrT Epson ot 


independemta dealers. 


In other words, we did not market naphtha? 


> OD 


Do 


Weatievierm Madhandty a. polieys no. 
WR. FRAWIEY: It is something you bought? 
We, purchased it and sold it to these companies. 

This is a manufacturing product? 
MR. PLOTKINS: No. In this case is it not the 
fact ,,Mr..Stanger,, that’ we purchasedithisyror the Artic Oil 
Company who wished to market naphtha in competition with 
other companies? 

Yes wer solaidhe budkeol) itn o) thes Actiicy Olay Comp any,.w 5 
haven't the figures here. 
MR. FRAYLEY: It is. an Meolated thing? 


Yes; it Peenivsolated thing. We) purchaseayiinem) colin c, 


> OO TF & 


merely a marketing proposition, 


Lamp kerosene 
Naphtha 
Wiuea Oia 


I might add a word 


by-product and the greater part, 


S0ld to cities and municipali 
beds. 
WR. FRAWLEY: 


Yes. 


IT would say. 


Lbs Bey - 588 
LOG, Youd: 6.572 
181, 824 7.04], 

OofeSxolenation.oy That 2 


if mob el ot that. sway 


ties Dor applications tosread 


That wd sithisesuels oa. ? 


Liamient) just, ee well be ;caddediroedyo iL? 


Yes, you could call it road o 


MR. PLOTKINS: 


Bah ie 


Road oi] and coal spraying oil. 
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Jd. otanger. 
MR. FRAWLEY: Nota fuel? 
No. Total gallons % of Total 
2,682,355 100,000 


Now, of the above total gallonage, that is, 

Bu beGe, obo. socoteccreallone were sold; to lother i companic a) 
beavying, a balance of 1,695,706 gallons sole tarouen tion 
Oils own marketing system; 181,824 gallons of this being 
Tuell ol so ldvmeinily foreroads oO1li ns) purgoses. 

AG this polnt Wwe wish to explaim the conpany *s 
methody’ot Gistriputionyot its 2allonace andthe. type lor 
dealers comprising the distribution system. 

ie DOTA ny SOW ned Uts irubu tion centres. (iieteiars 
Stations owned and operated by the company supplying retail 


and bulk trade. The 


a 


tations are operated by full-time 


shleried emoloyees and are Pocated, in, the Tollowine centres: = 


Calgary me 510 - 9th Avenue East. 
Red Deer —— Villece jot North hed peers 
Edmonton _— 10609 - 104th avenue. 
Hetinery -- Plant Sales. 

I might say, when we say "operate by the mmpany" 


we mean Wweseaasumes tne full expense. The amen merely work 
fon UB and ali vexpenses , administrative and everything eise, 
PS eke n Gare vor oy une of Tice. 

The plant bulk station, which als» makes tank 
truck Gnd Venk Gar) shipments ,.“has sStorease Tacilitie s to take 
Core On Slilerequirementa:» Inithewaleanry and Ldmonton 
TUL S Deu LOne Wie SLOT ase is Oli Cicund Grehound, Verde uy, 
eoch station having & storage icapatity.of approximately 
13,000 gallons. Our HedMecry Staton wenec ted in worl L., 


L3S8. made aideperture trom the underground. stcrage tanks 
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J. Dvenger. 
and erected two 7500-gallon overhead storage tanks. This 
was proved a very expedient way of handling large gallonag 
at a point such as this where electrical power was not 


evarlavle to operate sasoline pumns Tor Loading. 


MA. 2LOTKING: What do'you meun, that electrical 


power was not available for pumping? 


The station is situated a lit tle north of Red Deer and there 


ie.mc electric wiring tc that part of Red Peer At all. 

We ere endeavouring, 1 believe,” at tne Cresent Time.) (to 
conduct negotiations regarding such electrical power. 

buy we nave Tound that Ghis type of overhead installation: 
ap for, ae service GO the customer, 2s concerned, 13 7 every 
bit as fast if not faster than an electrical pump with 
umerground storage tarks. 

Thao os One OL TAS points [ want to bring to The attention 
OT the Commission. Tog say “TT mot teeters Wie wanes 
Neem our experience. [Ss it not consideraulLy 2aster ie 
give Service? 

Tes. 

AnG Sarery 

tes, Lt would be safer in the fact there is absolutely 

no €Léeciricity in the vicinity or any machinery or anything 
or that nature where you could get an electrical spark. 
It. te 2 pure erayiiy leed “rrom overnead’ tanks, os inch 
Ines, ana . oeumeve a Oru Ts Tiiteh in a al aes 

Can you tell us what has been taking place with the Fire 
COMmMiLcatOner, Lo Une Province in connection withesafety 
measures in the distribution of gasoline and its related 


DIOL UGbe, ky, NOU Cals 


Te Fire Commissioner's office has issued tentative resulation 
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J Stanger. 


covering the handling of gasoline, both from warehouse and 

underground and overhead installation, and one of their 

Turing “Or "Tentaulve Tuiings, Was torvwie eirect that all 

gasoline must be stored in underground storage tanks, which, 

asa mavier “er “Serety.sseems hardly credible, dus to the 

fect thee uncereround storage, you need Ter pulkvan 

electrinm pump wien would, In my opinion, bpesmore oF ae fire 

hazard than the overhead gravity distribution where there is 

noretectrierty Ti connect low With ltiap adi. 

Why did we locate “in “the Village of North Hed Deer ana ons 

up overhead tanks? 

Tere net “uTte., rient Olifhand, clear on that point Cem. 

Ne ieee Wee Cea Wau th) Le bel. 

Yes. 

Tiere is at the present time @ series of Tegulstccns 

for the purpose of making distribution, the handling and 

distrinuvron of petroleum products safer to the pupiie? 

yes* 

And- there” is -atrthe present time a tentative List of 

regulations that are very stringent?’ 

Yeas 

We wrrl*deab with them Later on? 

Yesvrtney vould, ir they were put into errect. haye an 

extremely serious effeet on the gasoline business. 

THE CHaTRitan ; And there is also the suggestion 

that there is greater deterioration in overhead tankage? 

Me. 2h TINS: * Yes, we will deal with that. 
Hach Ssustvion also carries, a wlerre istock of 

lubricating oils and greases, both bulk and canned, as well 

as tires, batteries, and accessories. tach distributing 
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J. Stanger. 


deliveries to consumers being made through a third method 


of distribution described below. That is, that is our 


aim to establish these distributing centres at points 


where they can easily and economically serve a certain 


surrounding territory. 


Oo» Independent dealers. with own facilities 


acting as authorized Lionoil agents. 


limigh tyexpdain our term Pindependemim dcrlere)), 


they are in: that: none’ of these dealers: are- tied. to ms) an 


any way, shape or furm, 


with the exception of an equipment 


contract or a consignment agreement, which have provisions 


imvtthem for the termination» of the agresment .») Thereeaicr no 


endeavour on our part to make it impossible for these 


dealers to deal elsewhere. 


THE CHATRMAN: 


termed "undivided dealers", 


You do not have what has been 


Or do you mean that while 


they may be: undivided for the time being they can sever 


tha t relationship on short notice? 


That is the proposition. 


I think the term "undivided 


dealer's ks wore moped: tore tai ly services men hed ee eee 


are bulk accounts, many of them 


having retail facilities 


but not als These dealers cater to the bulk and retail 


trade and are located in the following centres:- 


Bashaw 
Bentley 
Calmar 
Crossfield 
Dovercourt 
Eekville 
Garfield 
Huxl ey 
Kingman 
Legal 
Markerville 
Morrin 
Ohaton 
Orleans 
Rimbey 
Rowley 
Sylvan Lake 
Vulcan 


Bawlf 

By emoor 
Champion 
Dickson Corner 
wagle Hill 
Falun 

Harmattan 
irricana 
Kitscoty 

yalta 

Tichiehi 

for inville 
Honbth of Oheaton 
Pibroch 

Roeky Mountain House 
Sony, Vain 
Troci. 
Westlock 
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J. Stanger. 
MR. PLCTKINS: What is our policy in connection 


with going out and establishing dealers. Do we go ote 

and attempt to take away from the British American or from 
the Imperial Oil or from some other company an outlet 
already established, or what do we do? 

It has been the general policy to build up, if possible, 
our own dealers, or to deal with a type of dealer that you 
might really call an independent in that he does not wish 
to tie himself up to any company and who wishes to be 


= 7 


a dealer in his own name. Ye have found that as we 


deal on our own basis - by that I mean we do not blindly 


follow any other oil company‘s method of distribution 


3) 


‘ur own basis we find 


€ 


or handling accounts, and dealing on 


) 


it and we hope to obtain if possible our own dealers who 
have probably never dealt with another company, and 


endeavour to get them to deal our way. “hich, in the 


main, satisfied them very, very much instead of endeavouring 


to steal, I may say, other companies! accounts, wherein it 
would be almost necessary for us to deal with them the same 
way as the previous company had. 

In other words, we take a man that has not been in the 
business, in the main that is the type of gentleman who 
we have, that has never been in the business, and we make 
him a proposition to deal in our products? 

Yes. 

On our terms, satisfactory to him? 

Yes. 


MR. FRAWTEY: Now, Mr. Stanger, I want to 


pursue this with you. I am concerned with knowing what the 


physical situation is at each of these towns. I am not 
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js PUeieer. 
coneerned for the moment in the nature of your relations 
with your agent. But take the first town of Bashaw. 
Does that mean if we went to the town of Bashaw now we 
would find an Imperia] station and, perhaps, a B. A. “station 
and a North Star station and what would we find physically, 
as far as your company is concerned? 
These»centres; mentioned. are: the nearest town to the dealer, 
Inweersain ef, them in the actual: town you, would Pind sa 
Lions Oils) ontiet. Another group of them you would find 
somewhere, in the case of Bashaw, in the close proximity 
to Bashaw and serving that district, an oil dealer with his 
warehouse and probably drum stock, and very possibly our 
goods on consignment, and he would be serving his community 
from that basis. 
MR. PLOTKINS: in his own name? 
LeSa 
Nowmaas) Lions Oilémie¥Yeu would not find a: Bienneels prenck 
or an Lion Oils agency? 
No. We deal through these independent dealers. 
who is the agent at Bashaw? 
The agent's name is Ernest Delew. 
He is an independent purchaser of petroleum products and 
markets them in his own name? 
Yer. 
ls: that-so inthe case gov paanlar Just think. He is a 
consignment account? 
In the case of Bashaw, with Mr. Delaw, he has a con- 
signment agreement with our company, which can be terminated 
in thirty days; and consequently as he is selling our goods 


Hem™ugessourm invoices ifor (the sabe of themey ois dearings 
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J. Stanger. 
other than that are entirely independent of us in that 
he purchases his product at whatever distribution station, 
Red Deer, Hdmonton or Calgary, he wishes to choose, and 
transports them and sells them to his eugtomers. 
And why is it that we insist that he uses our invoices, 
apart from the consignment feature? 
The main reasons is the regulation laid down or imposed by 
the Fuel Oil Licensing Department. 
In order to account to the Department properly for the sales 
Yes. 
MR. FRAWLEY: Joca Mr. Delew sell Somewon 
yours and some Inperial Orl "croducts? 
No. 
He just selle nothing but oton Olls netroleum products? 
Yes’. 
Has ne gow premises. “He Was a werehouse therey 
Yes. 
Has he some underground storage? 
J eu Lo they parviculanm casenic has not’ 
That i8 4 dram station only? 
Yess 
Whose drums are they that he uses? 
They are Mr. Delew's drums. 
He has no stock there? 
Yes, he has consignment stock. 
That is in drums? 
Tha 26 in drums. 
Where are the drums filled? 
the drums are originally filled" at whatever one, opiour 


distributing centres he wishes to use. 
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J. Stanger. 


I am only interested to know and, perhaps, you could help 
me, and perhaps this is not the statement I am interested 
in, but I am interested in knowing to what extent, in 
case it may be of interest ultimately to the Commission, 
to what extent there is duplication, and you are duplicating 
the Imperial or the Imperial duplicating you at Bashaw. 
That..being my problem to place that kind of evidence before 
the Commission or should we make the gentleman at Bashaw 
the Lion Oil distributing point? 

MR. PLOTKINS: No. 

MR. FRAWLEY: I have some information, 
perhaps, prom vou eyendil, have not all myr tiles introns 

of me and, perhaps,| Ig-smould go and «et them = but you 
eave mé~a list of stations and after a great deal of care 
and cress-checkine, yeu, gave mea List of “the polnts at 
which a member of the public could walk in and purchase 
Lion Oils petroleum products at wholesale? 

fee. 

I call that for my purposes a wholesale outlet? 

THiS 1Sy.l-beLieva.ithe exact same Jist.  Possitly we have 
& point here, Diekson Corner mentioned, where an agent 

is an independent dealer, although he buys his supplies 
from us, and he.sells in his own name. 

You think this is the statement which was supplied by your 
office tome, for, the purpose of showing in’ 411 the variots 
districts.in .Alberta where duplication, if any, exists? 
Yes, but I would say that these are points not neccssarily 
in the, town.1isel?’? buteinathatedistrivct. 

Yes? 


Where there is. stock of Lion Oils Products at all times and 
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J. Stanger. 
where the man concerned handles only Lion Oils products, 


and where the prospective customer can go or ‘phone at 


any time and obtain products by wholesale. 


QB That is just what I want. Thank you. 
Q MR. PLOTKINS: I may pursue that to make it 
clear to the Gommission. Why does, Mr. Delew, carry 2 


smell stock.. How big a stock does he carry there? 


A He would carry a stock of approximately 20 drums. 


> 


iS 1% not, a, fact.in. the case. of) this Mr. Pelew that ontsice 
of this small stock that all his sales are made direct by 
taking delivery from the refinery or some other distributing 
centre making deliverics direct to the consumer? 
A That is in fact what would probably be the situation. 
And that the only reason he has 20 drums or so is in case 
of emergency when he is away and some of his customers 
may want a drum and he then provides a smali stock at some 
place in his district so that his castomers can go and get 
the odd drum? 
A Yes, we have really supplied him with the stock with 
that idea in mind. It being intended that his accounts 
would buy - as we later point out here, and transport our 
products. direct. from the, refinery orm distributing moint 
to his customers, and there would be a possibility that 
he could not at all times supply the demand as he would 
BEVeNOne Oo. ene s) .oerTeLonre, (8S) Ne coe 82 nl hie Our ae Ole sy 
and as he is dealing with us 100% we have provided him 
with that stock to take care of that emergency. 
Q Is. it, then duplication in your opinion with someone else's 
DOLE. Sbowulon, OF TaGliILEIess.h to pasham. or dis ttunot under 


our system a direct connection between the consumer and the 
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J. Stanger. 


refinery or marketing company through Mr. Delew as cartage 
agent? 

me Ter as duplication in the sense thew tle re 1s 4 Lares 
amount of money tied up by several companies and in this 
case including our own, which suprly, which money merely 
being a burden, that is to say the turnover ae nod 
sulfieient to take eare of the investment end, thererore,, 
the investment 16 nerely a burden, Io sousd say mo. bug 

it is duplieation in the sense that a customer in Bashaw 
@an obtain his products from +10n Oils as easilw as ne Gan 
Obtain 1% from the Imperial or ‘anyones ee. 

MR. FRAWLEY: And vice versa? 

Yes. 

S- Truck distribution agents acting as sales and 
QelAvyery agents or Lion Oils* Limited.” Tinie twyweros 
distribution makes possible delivery direct to the consumer 
at. the minimum cost from the refinery or distrivuting 
centre. Being loceted in the heart of the community which 
he serves, this agent can make frequent deliveries in 
small lots as recuired in remote districts at the lowest 
nOssSible delivery charge. These delivery agents are viteddy 
interested in the distribution of netroleum products as 
this freight constitutes a substantial part of their 
income and enables ew it truck S11 other commodities sam 
a more economical basis due to increased volume. 

Under this method of distribution, a complete 
coverage Gf new or remote districts is made possible and 
probably more feasible than Dy any other method and) the 
costs to the consumer become comparable with costs in 


established areas. 
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d Otanger’. 

We will extend this type of service tc communities 
not now served as soon as conditions permit. The main 
obataclemte the extension of this service is restrictive 
governmental regulations. 

I might at that point add that the main obstacle 
to extending this service is the restrictive Governmental 
resilewion., v"l "particularily refer to the Fuel O11 Licens ing 
Department whom we have for the last two or three years, 
Oral mules sa ever singe the lésislation was put into “fiecu, 
béenvhageling with, that ts the best term, as to whether 

or not this type of distribution, agent, truck distribution 
Grentemtoleive nam thetrignt term, will be authorized ts 
therpueleeik Department to deal in the o11 business. 
MR. FRAWGEY: You appreciate, of course, that 
the other companies have protested very strongly to this 
Licensing Brench that’ “these people shoulc not be Licensed, 
that they are just consumers. It is not just caprice cn 


the part of the uicensing Department? 


No. I did not wish to point that out. What I meant 


more by "haggling" is that they mve not taken a firm stand 
im thaetirthovanhave! said "you cannot do’ it or "you Gan do 37, 
they have at times indicated that was fine and at times not. 
in tie apresentveyesr™they said it was fine if we provided 
them*ecertéain information concerning these gentlemen, whioh 
information we had. 

They have licensed many of them notwithstanding the protest 
of the major companies? 

Yes. 

And the protest has been consistent. “shen I say "protest" 


I do not know anything about your operation and, perhaps, 
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J. Stanger. 

yYou.40. Know. more.about, it than I do. . But you are aware 
that these companies have been protesting that these 
gentlemen who have been licensed are in one way of looking 
at it. merely consumers? 

I do not know jast what the nature of the protest is. 

As Tor-as them >eing consumers. But they probabiy have 
protested because, after ell. we were getting a Lipile 
MOPeLO, sInelirabusginess: 

I must not press you too far because I do not know what 
these pretests have been. But. il merely suggest that cts 
hesitation to licence all cf these people has, perhaps: 
been due to the representations from the other companies? 
Possibly. 

That-they are not the proper subjects of licence? 

Yes. 

And in spite of that there have been many licences granted? 
It depends. At any point where we were keeping consignment 
Spock Teaswiyeecr ethet 1s 91938 they dic Licenses them 

But this year they intimated and asked us to supply similar 
infomation on whether or not there was consignment. stock 
there, and we supplied all that information but to date 
they have not actually issued us &@ wholesale licence. 

What hapoened last year was you did get a licence issued? 
Yes, in that way we did. 

But go far you have not and----- 

NG, Jt is debateable. 


MR. COMMISSIONER LIPSETT: What exactly is this system 


of these truck distribution agents? 


Lov COLinoL brOmo itis ways of think Tp arose nt rom 
tHe desire, wirobably Tour orarive wears) ago before there 


were many independent companies, that the Alberta oil 
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J. otanger,. 
consumer, all the individuals, men who felt that instead 
of paying tire Local’ major’ company, the bulk agent, @. 
cCortain Pprice-Tor their? product “which they, and T suppose 
they sti do; think it is*hieh, that they would be better 
ore to’ zo to their local trucker-~—-— 


a) 
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That they would be better off to go to a socal trucker 
and give him their drums, a certain percentage of then 
hac their own drums and send them into Calgary to a 
pmall refinery such as our own and get him to purchase 
for them their supplies and truck it right out to then; 
Naturally this truck man through the competitive basis, 
and it entails on his part no amazing amount of over- 
head, his overhead is rather low and low in comparison 
to the price charged hy the bulk stations when they are 
figuring in cost of wholesaling and everything. 

Do you know if the local man with the truck goes 
€round and solicits orésrs and then when he gets 
enough orders he brings out a truck load? 

It works both ways. There is the type of man, the 
trucker I am speaking of, he feels that that is one 
way in which he can supplement his incosie, if not to 
make it his main business and he gces around and sol- 
icits orders for gasoline which he trucks out to them 
and there is the other type of trucker who is coming 
into town and a neighbour will say to him or a farner 
will say to him "Will you take in my drums and fill 
them" and he says "Fine". 

wke PLOTIINS: That is the regular 
cartage agent? 

Yes. 

And that is the main type we are concerned with? 

Yes. 

In other words there is practically a cartage agent in 
every district today? 


We have a cartage agent in every district in the ter- 
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ritory we are serving. 
Yes, but there is, apart from, outside of the moun- 
tains, I am talking about in the farming district? 
Yese 
You can find a man with 4 truck that makes it ate 
business to take orders for delivery of products or 
goods? 
Yes. 
And the farmer can go to that man and say "Bring me 

a drum of gasoline , here is the money, here is the 
drui, here is the coupon", just the same as he can say 
"Bring me 100 pounds of flour"? 
Yes. 

So that is the type of man we are referring to that, as 
you say, seems to have found it more profitable to go 
beyond that and to solicit? 
YeSe 

But would they not solicit other cartage just the same? 
Oh yes. 

So there is no difference between soliciting cartage in 
the form of cattle, or hogs, or bringing in coal, or 
picking up hides, than there is soliciting business in 
the furm of bringing out gasoline? 
No, he merely solicits business. He realizes, and it is 
especially true, that the bulk of trucking done in the 
farming communities is from the farms to the City, that 
is he can always find a load of wheat, hogs, cattle to 
the city, but he has a very hard job finding a load from 


the city back to the farm. 
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Yes? 

And gasoline is one product that he can take from the 
city to the farm, making it a two-way haul for hin. 
And that is the effect of this new development in te 
last four or five years where there is a delivery or 
cartage agent in each community, what is the effect 

on price of commodities to the farmers? 

Well the main effect wovld be to reduce the prices 

due to the fact that there would be competition in 
that area that there probably has never been before, 
that is to say in a small town there might be two bulk 
stations and if thoy were major cumpany stations or 
even if they were probably owned by the jobber com- 
panies, the price would be fixed and maintained the 
same between the two of them: they would each have the 
same price and the farmers could have really no shoice 
but to purchase from them; there would be nothing else 
to do until he either thought of it or the goartage slan 
thought of the idea of going into the city and purchas- 
ing, mot from us, but Prom any independent oil jobber, 
any independent oil refinery, purchasing the farmers’ 
gasoline supplies and taking them direct to him in which 
case the trucker. an ordinary human being, would figure 
a faix cartage charge for his work and the surpris: 1% 
result would be that the farmer would obtain his gasoline 
cheaper than he could have purchased it in town, because 
undoubtedly, especially up until the last year or two, 


the rate that would be charged by the small trucker would 


be below the differentials set by the majvr companies and 
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the overhead costs would be less for doing that truck- 
ing 

Yes, so quite peculinrly for the first time the furmer 
found himself in the position to send his order direct, 
through the cartage agent to the small refinery or to 
any other distributor, he had a choice? 

Yess 

Cf a product and a price in the city? 

YeSe 

And we know that there i8 more competition in the cities 
than there is in the country, is that not a fact? 

Yese 

Why is there more competition in the city? 

Well it would be a centre, I mean in a City such as 
Calgary where there would be major oil company refin- 
eries and the independent oil company refineries and 
where a Man could come in and could purchass from any- 
one of them, naturally there would be competition. 

And the net results tc the farmer would be being able to 
spend his order, his drums and his money, to Calgary, and 
that would permit him to buy at any one of these? 

At any place. 

Any place in the city? 


Yesa 


And to eliminate his overhead incidental to resistributicn 
through the country points? 


Yese 


Now as a result of that situation was there not the fact 


that cistributors sprang up in the city that disregarded 
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the country distribution system and its c .nsequent 
cverhead? 


A Yes, that is a fact that during. the last two or three — 


years several, I might, I do not know whethor it is 


proper to mention the name or not. 


Q WRe PLOTKINS: Yes, name the name? 
A I was thinking of Oughton Brothers whom I know have no 


distribution system ontside of Calgars} where they are 

a jobber company purchasing their products and cPeemee 
them for sale at a certain price and the result has 

been that a large number of farmers and truckers have 
come in direct to Oughton brothers and purchased their 
requirements. 

Q And we have had testimony on Friday here from ir. Becker 
and the Becker kefineries is another company operating 
on that basis? 

A Yes, I think that is their system. 

Q, So that the farmer for the first time has found himself 
in the position where he can purchase his products at a 
considerable reduction over the local tank waggon price? 

£ Yes. 

( wAJOR LIPSETT: These truck agents, do they 
keep any supplies at all or do they just simply go down 
to the refinery or the distribution point and get v.:at- 
ever they want to fill their orders? 

A Well the point is really clouded. ‘You understand it is 
a new venture really and it depends so awfully much on 
each independent individual man just which way he 


handles it. For @ lot of them it is purely a matter of 
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trucking. Others, especially in the depression years 
no doubt, found that the trucking of hogs and cattle 
is probabiy not as profitable as it used to be; trucking 
gasoline is very profitable, with the result that they 
solicit orders and endeavour to make a connection with 
an independent or a major company, mainly independent, 


because the major companies have their own established 
point, with an indeperdent jobher or refinery, nakes 

connections for the purchase of his gasoline or supplies 
6> even sepresenting them in that district; in otter 
words he could, as we have had men, grow from a trucker 
of the odd drum into oo establishcd oil outlet where 
probably he may be doing more business than the bulk 
Station in town. 

Q He comes down then with an order from his customer, he 
goes to the refinery and buys at even, does he buy at 
the same price as the dealer or the jobber or whai? 

A The general effect has been to give them the dealer dis- 
count; the reason for that is quite obvicus in that they 
are men, with drums, on their trucks, it is perspective 
business, very much, I mean very vital perspective bus- 
iness, going around to the point ,and it is obvious that 
an independent jobber company would ele to him "Now if 
you will purchase all of your supplies from me and take 
them to your customers I will make it worth your while". 
We have founé by experience that that is the best way to 
handle it from our standpoint and any other company eo 
erating on that basis they did the same thing. 


(2 THE CHALTRmAN; They get what, dealer dis- 
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counts? 

Yes. 

wR. PLOTKINS: We are dealing with that 
a little later on. Now this cartage man, how often does 

he usually serve his district? 

How do you mean how often? 

It is a regular established cartage route, this nunber 
three basis? 

Yes. 

and he serves his customers at regular intervals? 

Yes, the majority of them have it on, that is at least 
the man if he is sensible and has a bit of intelligence 
to organize his business, they come to town such as these 
coming to Calgary once or twice a week generally on a 
regular day. 

So that the farmer and the consumer in that district can 
obtain small amounts of gasoline, that is one drum or 
two drums at will? 

Yes. 

He does not have to, if he happens to be in financial 
circumstances where he cannot buy four or five drums, 

he can buy one drum or a half a drum? 

YES , 

Or five gallons oh aa end ys 

Yese 

Or a small tin of grease, so for all practical purpeses 
that farmer has the advantage of having his products 


delivered to him in small quantities even? 


Yes. 
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it very low cartage rates? 

Well I would sey fair cartage rates» They are not 

low in comparison with the cartage rates vut in com- 
parison with the oil company differential they are 
Low. 

4st us deal with that. When you say oil company dif~ 
ferentials, it has already been explained here that 
they mean the ccst of freight, ropresenting the cost of 
gesoline freight from Calgary to the point in question 
in tank cars? 

it the present time they do represent that. i believe 
two or three years ago it wasona different basis. 

I beg your pardon? 

I believe two or three years ago it was on a different 
basis. 


Yes, but today, we will take Red Deer a® a point, until 


these new rates came into effect, or probzbly hed Deer 


is not a very good point to take, but take Olds, Oids is 


60 niles from Calgary? 
Approximately. 
And the freight rate, the tank car freight rate to Olds 


is what, do you know? 


Il have not got that. 

ik. FRAWLEY: | You mean---+ 

MR« PLOTKINS: We are going to show how 
much difference there is in the case of Olds. 

MRe FRAWLEY: We know it is well estab- 
lished that all the prices in Alberta except in the 


Southern part of Alberta are Calgary plus rail freight 
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rate. 
iiite PLOTKINS: Yes, but to the farmer 
that does not mean actually what you think it means. 
Mite FRAWLEY: This LB Lis Vie bee) a 
the last we have. 
WAJOR LIPSETT: What is that? 
bike PLOTiINS: This is 1.7 cents per 
gallon, 
line FRAWLEY: Take O1ds, use the 22nd 
OL June price Liat. 
MR. PLOTKINS; What is that, 1.7? 
liRe FRAWLEY: I will give you that, 
the standard gasoline it is 16.5 and subtract that from 
cist « 
wR.» PLOTKINS: dat 
MRe FRAWLEY: That is right. 
Q, MR. PLOTEINS: 1.7. Now that puts the 
gasoline or the product in Olds in the bulk station? 
4 Yese 
Q And the farmer and the dealer or the agent rather of 
the company owning that outlet still has to take it 
Outwer whe bulk atation tank ena deliver it out 
into the country? 
4 Yop. 
) Now in the case of these truckers or these cartage 


agents we are now dealing with, what is the situation, 
do they not come , do they come in, they go to the 
farmer on their regular route, in other words they do 


go out of their way? 
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A No, I do not think they would go out of their way. 

Q But when they pass on the route and they pass a farmer 
and the farmer stops them and says "Here is a drum or 
two drums and I want to bu’ so much gasoline from the 
Lion Oils in Galgary", that cartuge agent, he goes 
into Calgary, gets his drums filled, and takes it 


right back to that farmer? 


Ea Yes. 
oy What does he usually charge him, whet is the oartage 
rate? 
ai If they set them themselves? 
Q Yes? | 


a To a point like Olds? 


Q You know the distance and you have an idea? 

dA 60 miles, a cent and a half to 2 cents. 
ate FRAWLEY: jnd 1.7 is the freight 
rate. 

Q Wee PLOTERING: Now that lg cents or 2 


cents is a competitive cartage rate; in other worus 


that cartage agent has to compete with other cartage 


agents? 
A Yes. 
Q There is no law or railway commission or any Provincial 


Conmission that fixes cartage.rates to farmers? 


A Oh no. 
wR» FRAWLEY There used to be. 
MRe~ PLOTKINS : Yes, but they failed to 


enforce it because it was not practicable. 
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iuake PLOTIINS: Now as a result of that 
then, the faruer is not at the mercy of these cartage 
agents when he cones to finding out how much he will 


c.yerge him for delivering to him a drum of gasoline or 


other products from Calgary to his places. 
It would be on a competitive »asis. 


I am stressing that to the Commission because that is 


some of the points we want to cover. 

MAJOR LIPSHTT ; How can it be on a com- 
petitive basis if this truck man is your agent and 

will go dowm and buy your gasoline, would yor give 
other truck men getting it the sane price? 

Well our policy and that point has been that if one 

man wishes to recommend our product to his farmer cus- 
tomers, we would give him an exclusive right to do so, 
but if the ordinary trucker wishes to come in and wants 
a couple of drums and pay the established price, we have 
no objection or have no way of objecting; our goods are 
for sale and they are open to everybody. 

Would the average cartage wan get the same price? 

Wo we would, if we make a deal with one cartage man,to 
extend him the dealer discount, we would give him that 
privilege exclusively for whatever district he would 
cover. 

Then the other truck man in the district could not buy 
the gasoline from your refinery at the same price? 

NOe 

Then how is he able to compete? 

Well we are speuking of competition so far as his truck- 


ing rate is concerned. 
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Supposing he gets & centa or 1 cent a gallon at the re- | 
finery, cheaper price than the other truck man, the 

Other truck man would have romne that much lower? 

No,the cartageman that was receiving the 1 cent in a 
majority, if not all of the cases, that would effect 

his price to the farmer, he would take the Calgary 
established price and add on to it whatever he felt was 
his trucking rate wrich would be competitive with the 
other agents trucking rate and whatever he received in 
the way of a discount would be his through looking after, 


establishing and recommending our products. 


THE CHATRMAN; Over and above his trucking 
rates? 

Yes. 

tune PLOTEKINS: But is that the fact, i276 


Stanger , does he not use that cent or a cent and a half 
or 2 cent in order to meet competition ci other truckers 
cr other companies? 

Yes, where the situation occur as it does very very 
often occur, there are two or three truckers, each 
dealing with a local independent company, and niturally 
they start giving away a small portion of their discount 
or cutting down on their trucking to meet competition, 
the same as any other business. 

nAJOR LIPSETT: The competition then would 
be with some other refinery? 

That would be the size of it. 

It would not be competition with another trucker? 


e; 


No, 1 think the point we are trying to make there, that 
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Poa 


is to say the trucker dealing with us charges his fair 
trucking rate over our Calgary ea wiiened price and 
his trucking rate would be competitive from the very 

fact that there would be two or three truckers there 

and if he had it away up in the air there would always 

be somebody to compete against him. The point we are 
making is that the trucker does not hold out on the 
farner. 

NAJOR LIPSHTT: Can the other trucker get 
your product? 

Yes, but what would normally happen and you can quite 
understand it, if another trucker wished to truck that 
and if he wished to, and he found that there was already 
one man trucking gasoline for Lion Oils and one man for 
Becker, he would probably go to a third oil company and 
make a similar deal with them that the other two fellows 
ZOt. 

The competition really then would be hetween the refineries? 
It would be between the oil companies. 

Because the other trucker could not get your gasoline at a 
discount? 

NOS *Vhet is right. 

MR.e PLOTKINS: On that point, sir. Stanger, 
Have we not-evolved Antovthis particular policy or cont 
ining our products to one man due to the demand ana 
pressure and orders from the Licensing Department at 


wamonton? 


| Yes, that is true. 


Previous to that we had as many as three or four, in 1luct 


we did not confine it to any particular cartage agent, is 
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that not correct? 

A well the Government has endeavoured to see that there 
should only be one license eutablished in any particular 
town to any one company and that precludes our having a 
deal with any more than one man although we have felt 
on that point thet it is dependent upon the trucker just 
what territory he serves, if he serves a small territory, 
another man may want to wander quite a long way away. 

, So what we have done, we have made representations to the 
Licensing Department that due to the effect of geographic 
conditions such as rivers, had roads am other things, 
land marks, preventing one trucker we will say in Olds 
covering that territory on the seme basis as the railway 
covers it? 

A Yes. 

Q dénd in order to adequately serve the customers we have in 
the old districts it should be necessary to do it to three 
or four cartage agents that cover certain districts? 

vi Yes if you are considering Olds, one may be West of town, 
and one may be itast of town and they have their own pare 
ticular reasons for not going over into the other man's 
territory. 

@ And the Department has absolutely refused to consider that? 

A Well in fair ness to then they probably do not understand 


the situation. 


Q We explained it to them, didn't we? 
i Well we explained it to then. 
Q So that that is the reason why we are now confining our- 


selves more or less to one curtage agent? 


A Yes, that is the reason we set up that policy. 
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MAJOR LIPSETT: Is that license applied for 
by the trucker or by the Lion Oils? 

There is considerable discussion there, that i8 pretty 
nearly another question of itself, in regard to the 
liceuse, the Wholesale Fuel Oil License. At one time in 
1956 any trucker without a great deal of trouble for a 
amall fee could obtain for himself a license to deal in 
fuel oil but subsequent to that----- 

wR. FRAWLEY: ij license to deal in fuel 
ego hy 

Yes. 

Under the Fuel Oil Licensing Act of 19536? 

Yes. 

That was under the Fuel Oil Tax Act? 

Well he was fully, so far as we were concerned, and I 
recollect this very clearly, he was authorized to 
transport and purchase for resale fuel oil. He could 
purchase it from us in his own name. 

Yes, but aire Stanger, the Fuel Oil Licensing Act of 1956, 
rightly or wrongly, was based upon the proposition that 
outlets were to be licensed---- 7 


| 


Probably we may be confused there, I am speaking from | 
\ 
memory, it may have teen in the early part of 1936. 


Well the Licensing Act, the Fuel Oil Licensing Act came 


into effect in April 1946? \, 


I see. \ 
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f simply put it to you thet the contention there wes that 

the outlets were to be licensed, wholesale and retail outlets 
were to be licensed? 

That is the way. itais. at the tresent. 

Yes, because the stetute is'the same and your difficulty is 
to get away from licensing, attempting to get away roi 
licensing, at least, virtually licensing moving vehicles on 


(aa) 


tire hiehway ; .trucics? 
IT recollect very well that ir 1936 there were a large number 
licensed by the cexurtment, truckers that dealt in fuel oil 
endseas.lesay purchased in their orn meme, that 1s as fares 
we were concerned, we were fully authorized to sell a gentle- 
Mean With a Tuell oil.license on his truc«x petroleum products. 
He bought then in his name and went end sold them wherever 
he wished and to whoever he wished, or in whatever name he 
wished. 

Vell, IT am glad to hear what you say. I suggest that was an 
Gut=cropping of tae Fusl O11 Yax Act with © View torheving 

as much control as possible over the sale cf gasoline, for 
the purpose of revenue producins purposes? 

It might have been in 19356. 

Now let us explore that. Thset is this famous Lion Oyls 
marketing system that we have heard about from Mir. Halverson. 
He voiced some opinions about it, but let us explore it. 

It is all very complicated in one way and I will see what Tf 
gan do in makire it clear. I am a trucker. I go to the 
Department and get a fublic Service Vehicle license, and I 
think that’. want to go and tear up the highways like the 


rest of them. I come down to the refinery and I say I am 6 
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licensed trucker and I have an order here for John Jones 
in the Olds district and here are the coupons and all the 
rest of it. Yuu are not selling me that gasoline at ali. 
You are letting me have the gasoline I suppose and for 
convenience'’s sake I am paying for it? 

A Yes. 

Q ct fekepd thtonVidsiand.7 deliver it..to, John Jonesiand.f 


chargse,him so muchia)barrel for trucking it for him? 


A Yes. 


Q { dO NOt want any and I do not need any .and, perhaps, should 
not have a fuel oil license under the licensing Act? 

A Te have protested tothe Government on that very thing that 
you have spoken of. 


Q, Now that is clear? 


A Yes. 

Q) That particular part of an »peration, no ome would suggest 
that particular trucker should carry a license under the 
Fuel Qil Licensing Act? 
MR. PLOTKIMS : Ask himvit that is tiie 
ruling of the Devartment? 
Ma. FRAWLEY: Well. would bike it-elis 
Nobody suggests that particular gentlemen should be 
licensed under the Fuel Oil Licensing Act, do they? 

A I would not supvose he operates under his own name. 

q That is the first operation I am speaking about. That is 
the tiirsti¢ surely hé te just a carrier? 

A Mec. 

Q Me has a Public Vehicle license? 
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There is not any commission to say how much he should 

charge, there were, but they were abandoned. In any event, 

it does not require any retailers or wholesalers license 

to do that, surely? 

No. 

So the next step is that that trucker goes out and putis up 
some business for the Lion 0ilde first comes down. He thinks 
he has an opportunity of selling your goods in his district 
and »ne »seyey "I ewould like. to tie up with the Lipnfolis and 

bDUY GyOursproduci." 

Mi. ar LOTKING: Let us just see what exactly 
lappens, and not assume. Wheat happens? How do we contact 

the farmer customers? JI would like to build it from the 
first, ‘to the point where the trucker comes in and gets 
delivery. What do we do? Don't we send out printed price list 
Yes, 

Over the whole marketing territory? 

Yes, our policy has been to advertise direct to the farmer, 

As a result, what hannens? 

It works out. in this manner. The farmer at a point, we will 
say Olds egain, receives our price list showing him the drum 
prices in Calgary and he probably compares them or has com- 
pared them in the past with local prices and decides he 

would like to purchase his products direct from us. If we 
have established transportetion in there, we recommend him 
to contact that agent. If we have not, we tell him to 
get ‘hold of his local trucker. 

That is what we put on our advertising. ‘‘e ask him to, 


if he wants to buy our products, to contact any trucker 


GA ; i ; am) 


BL aie : 7 te cia he Ng eal 
Ae Kets aa ar { i ; cet os 7 


Q i a ee ae Pers 1 7 
J eis: ars Shak in ds _ y 1G ‘ a atta c nee 
: q ee : Ne 
-? oe 
2 i ; 


‘on a hal 
eae 


pe ee os ae es rohit. ‘pnw go toe 
Sy ie 


| poe hi wteleeeds CW Ets Qe ka ewe le wahyone ver onoh = 
| ne oF : | 


’ ; ; Pye mee 
pseu as ee 7 a 
, = Ale eet Gh Rae ie * any ' 
7 Se ay aa te on Tes Shc eeaee git 
eas he nt Peta . “oe : 
Sie : 


: Caan Fe ie oan oe may ] 
Geese oe: : a aaa ‘ i a 


f vt 


eQi tet, pd A. gem A PE ‘to! rd mien af Pur: 
+ ot et lumi DY aeiee Or bia | 
roe e pias ty 
ein Sree : a : 
pets | nagerntes wink wna 


ee (oa Bas 
i a 7 oy ie ’ Lady Oe as . ‘ Ev ce arast “ ee hoe 
44 i oA yn 7 P| = , ss vi ry + Pear bracts ak s j 
gay te as eo et de hee: he ; 
ve * j é Fa ee peas wee Sf € 4 a 
Rib Arte ; es ous es euiey ay : 
Dyer “Sy ee 7 


out alt ei er ome oer On 4! oe 
ee ent a, 


ce be ee va 
\ on oped aten ge Oeste ‘abr ian ae 
arse ss Wal ’ sa. oem 
me 
. mee) 
| , ; 4 ee & - 
; ; 7 eel Ce as A 
he Sen, 4s ee | tine ro id... Leah fin oe 
ah AR er oA te 2 : Be Dems {sea aS 


% 


rs a dev banm pineeees ise 


ie : ey 


me. 
ar ue 


OE phe PEC ote te patton ae e si t cae Pie 3 MB. ayvicw ‘st oe 


> x Ayers 
woe 


“ 
y : ay ~ pe w 
st) th oe ees a eee went ry % 
oF Oe eae: 
i Soe No ae 
ea eas Rain 43, . 


PR Bod ge. Miah “ame Be, 


\ i © : - 
} on Bat rn : a) is be a 


aes Vay ba oaants 


baal braygntme4y sat nea DH + set 
iowet- ota Lids pe 


hadi omar a, 


une | 2 We vet x 


J. Stanger 


or cartage agent in his district? 
A Yes. 
And give him the barrels and the money and the coupons 


and get it in his own name? 


Mave LU RAV I Ys In whose name? 
jo pee ve Pe i eS In the farmer's own name. 
Q The result is that the first contact we have with the 


eartage. man is through our customer or at least our 


intended customer? 


A ¥es. 

Gy sending him down for some of our nroducts? 

A Moll Vie Dare r did nou ask Tor Lion Oils coodsine 
would /not have to see the trucker. 

Q And therefore our advertising contact is established 
With the farmer direct and then the cartage agent. it is 
not the cartage agent who aomes in and wants to know what 
kind cofiaeoropcsin fon meswiliomeake hin? 

A No. 

Q It is only after the cartage agent finds we have established 
a Wendud Vin HVS Cistrict) then he is interested in seeing 
whet he can do about making a permanent connection with us? 

A Wes. 

Q MR. FRAWLEY : Soetheat youyburia up se 


public demand for your products in the Olds district? 
A The thersirich ts 
And the farmer apsroaches the trucker’ 


A Yes. 


“hy should he approach the trucker in any other capacity 


Q 


than as a trucker? 
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MR. PLOTRING 4 He does not. 

A Isdosnot TnIink ie coed. 

9) TR. FRAY SY > We still have the trucker 
a carrier’? 


A Yes. 


Q No matter how much demand there is originating in the Olds 
district for your product, the trucker, the carrier, comes 
in to your plant and gets the goods, using the farmer's 
money or maybe advancing his own money and he takes the 


products out and delivers them and he is still a carfier? 


A Yes « 
q Is that-net tie whole operation? To what extent is there 


any diifierent step in thie operation, and how 1s i0 im soie 
fashion you people desire to have that trucker licensed as 
a wholesale dealer in fuel oil’ 

A wilt “explevas in thissway, that in the flrst plece 
Our desire is not necessary to have him licensed as much 
as the desire to see that nobody prevents him from trans- 
porting: our products. The Department has intimated that 
they would »nrevent him frum transporting our products even 


in.a carrier capacity if he has not got a license. 


Q If the trucker has not got a license? 
A Or is licensed by some manmer or other. ‘.e have always 


contested and we have endeavored to contest that the trucker 
is merely ancerrier. 

Q Reon hoc Lets Bite to know it? is. from the Department that 
mene idea enanates that these truckers should be licensed as 


wholesale dealers? 


rt Yes. They do not demand thet they are licensed, but they 
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TH! CHAIRMAN: It is a condition precedent 
tomtheirn carrying oil? 

Yes, that they cannot truck oil without having a license. 

MR. FRAWLEY: That is very much the same 
thine? 

NGG 2. sow Ve cucense, thet is ias a trucker. 

MR. .LOTINS.: You. did not conduct,.the 
negotiations in that respect? 

No. 

And somebody else did? 

Yes. 

And probably you had better not cover that? 

No. 

You had better not cover thatfully because we intend to 

deal’ with that. That is, we intend to show the negotiations 
and why and wherefore the Devartment takes that stand. 

Mr. Stanger did not conduct the regotiations, and he only 
gives you what he has assumed is the cause. Ue does know, 

and 2b 2s ea tact, is it not, thet the renson we hevc Goon tne we 
Having difficulty with the Department, with the Depcin- 
ment, is because they make it a condition »recedent? 
Yes. 

That they must be licensed or recogniad even though the 
law does not say so, before they will allow them to 
transport gasoline? 


Yes. The point I kmow is and it is very important to 


my Department, is, there is a very strong possibility they 


will not be allowed to truck gasoline even in a carrier 
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J. Stanger 


capacity until they are licensed. 

TH" CHAIRMAN: Licensed as what? 

Under the Fuel Oil Licensing Act. 

MR. FRaAWLE ¢ 4S what, wholesale 

GLStrivutors ol O77 

Mere is a point there of whether or not they Gomme under 

our license in view of the fact that the Government compels 

us to pay the fees on that gallonage sold. But as Mr.Plotkins 
stated, I am speaking from hearsay and reports I received, 
and 7 did not conduct the negotiations with the Department. 


I do not want to press you any further than you can go of 


your ovmm knowledge. 


(Go to Pege 12,515) 
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You say that notwithstanding the trucker maintains and — 
protests he is only acting as a carrier and he is only 
desirous of collecting his fees per barrel for delivery, 

he is not entering into a selling transaction at all in 

any way, nevertheless you say the Fuel Oil Licensing 
Department requires that particular kind of trucker to be 
licensed as a wholesale distributor? 

No" fe is protesting he La not. 

He 1s 4 trucker for my question. *e will explore ali that. 
it is in thet -fashion thet this aistributors, that, these 
truckers become licensed es distributors? 

eo Ue We Se uae s 

So then we havs 4a trucker wholesesle distributor? 

Of Tusl oil. 

Just like the Imperial O11 agent at Olds7 

Yes, 

And the B. A. agent at Olds, with lLaree tanks and so on? 
Yes. 

ell, that is very interesting. 

ra? CAATRVAN: There has been a suggestion 
that this public carrier does not intervene at all. That 
the Lion Oils make an arrangement with any farmer who has 
any quanitty of oil to buy? 

Yes. 

‘hereby he gets a discount which would be given to an agent. 
Is there anything in that? 


Beg pardon? 


I say there hes be.n a sugesestion before this Commission 


that it is a part of your system oi distribution, not just 
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A ees ran) - a 
Simply with truekers in the way you have described, 


+ 


at least doing businsss with them in the way you have 
described, but you take any farmer in order to get his 
business and in order to »rovide him with a discount, 
you call him an agent, and create what has been suggested 
to be unfair competition under the cloak of setting up 
agents on the same basis as other refiners, which it is 
in truth under this suggestion? 

A Yes. 

MR. FRAWLEY: net bee very pertinem 
whines to discuss. Perhaps it Bas something to do with 
the requirements of licenses, 

MA.) PLOTRINS*: Yes, and Mr. Stanger is 
HOt din possession of all the facts.” Mr. GilbeItis vend 
we would prefer to have Mr. Gilbert answer thot. 

Q MR. FRAWLEY: Let us meke one final 
epproech from the standpoint of price. What Is the price 
of Lion White gasoline, if I went down there with say two 
er three drums, just an ordinary consumer but I buy in 
drum quantities? 

A At the-present time 13¢ plus the Government tax. 


It is all ex- tax I am speaking. SO a consumer going to 


your own premises with his own truck neys ldg for it? 


A inegters trues 
GQ That is the posted tank wagon price? 
A The printed posted tank wagon price, yes Sir. 


Do I understand there is any denarture from that? Suppose 


I am a consumer, transfer me to a consumer farmer in the 


Olds district and I go to the John Jones Trucking Company 
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and I say "Go to the Lion Oil Comrany and get me half a 
dozem berrels of Lion “hite." 

Tam stills duyine a2teup 
there. He is just my licensed carrier? 
Yes. 
LDS. oe? 
You are a farmer? 
Tam a consumer-farmer? 
Yes, you would nay 13¢ vlus whatever he charged you for 
Pest cuGks a4 


He simply is a mere go-between? 


vu 


Ho Lakes my log anc he  \ays LV to you and T nay hinenis 
Dear ol ler re ear Orica tne ate 

Le Sie 

Discounts and that sort of thine does not come into nat? 


No. 

and no matter how steady he may be running between, ne and 
myoneiehbors and your refinery, there 16 no discount there: 
There is no discount whatever. The only possible discount 
he could receive would be if the trucker himself made a 
cartage concession. 

The consumer, I ar. assuming, nays l5¢g? 

He nays lg. 


And the trucker gets no rebetes or discounts? 


Yes. 
HT CHATRVAN: If he has a circle of farmers 


: 


and he has the volume, then he gets a commission? 


Thay sas Ue. 
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Stanger 


and after all it is gasoline today but it misht be apples 
tomorrow? 

Certainly. 

Where does the discount cone in, between your refinery 
and this trucker? 

It would be reasonably obvious thet if he is willing on 

re ch H a) Ik oh ia Sr ree 

On his part, yes? 

To push our products. 


He is doing a service for me. I am e consumer in the Olds 


district and I have not a truck of my own and I go to him 

and ask him to bring my gasoline out for me. That is the 
basic transaction essentially? 

Is it not a possible situation thet you as a farmer will 

say to the trucker "I want you to bring me 4 drums of Artic 
Oil or White gasoline", and the trucker might equally well 
say "well, I cannot go to all the small refineries in Calgary. 
TY deal wito’ toe Lion. won't you try their stuillr?” 

Right? 

And in order to, esnecially if it is a case where the trucker 
only makes his money out of trucking gasoline, it would seem 


to me, in my own opinion, to make sense to give him some 


inducement to push the sale of our products. 


But you departed from my premise. Ue is a trucker, anting 


as a salesman. I was only putting it to you that he was 


a trucker interested in making his livelihood in deliveries 


of gasoline to me as a public carrier, like the Canedian 


2 


Pacific Railway Company or any other carrier 


Certainly. 
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J. Stanger 


Q But you introduce another -lement. You say "We have got 
this trucker and we have made him a salesman .« Wwe have 
impressed him with the quality of our »vioduct,* and if a 
farmer stuppsd him on the highway and told him to cet him 
two Or three barrels" of Artic products, he would talk hin 
Out of 10 and eet him to take Lion Olls products, and that 
you are going to do Smething for him and you are going 


to give him a discount? 


A Yes. 

Q You make him ar agent-dealer? 

A Yes 

Q I can see how close we are getting to the Fuel Oil License 
regulations, which I could not for the moment understand 
at all? 

Q, MR PLOTEINS: In that case, why do we give 
them discounts? Is it because we like to or that we just 
want to throw some money around? 

A My own experience is if we do not, somebody else does. 


That is possibly the first oremise. nd secondly, the 
amazing advantage to us if we find a reputable trucker 
and give him some commissions for handling our products.. 
if he is a straight trucker, dosing probably like the 
ordinary freight agent, and it is a matter of throwing it 


on One end, .And Throwine 1st. cit the other, it is different. 


But if he is dvine a large amount of trucking and we give him 


a commission - and I am sneaking of the general oil industry 


because that is the situation not only with us but for every 


other oil company, he undoubtedly takes an interest in that 


company and instesd of carrying ail products he endeavors 
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to see his customers satisfied with our goeds so thet he 
can truck for that account, it is almost ineviteble he 
works into the position of a sales agent. 

Q THE, CHATRVAN: Is there any limit as to 
the quantity before you give him a discount? 

A Yes. ‘Vie have various ways of dcing thet. It is a matter 
or judgment. Wheat I mean to say, every trucker that comes 
in and asks us to appoint him immediately and says this 
and that, we wo:ld not do it. “Ye endeavor to give it only 
to the man who we believe is going to truck enough casoline 
that we feel he is entitled to it. And we generally set a 
certain figure. Probably at the same time, we give him a 
discount because he needs it before he has reached that 
tieures’ If av the end oT thd year “it ‘turns out that he 
has a very smell trucking volume, we forget him the next 
year. 

Q Be oo TAOS Why "dO we give’ a discount? 
Is it not to mest the Oughten competition and the Becker 
competition or some othsr competition that de not recognize 
dealers on our basis? 

A Yes, that is true. Theat is the whole situation as far as 
discounts in price is involved in this aspect. Last year 
to give a svecific example, we were selling our Lion White 

gasoline for 13¢ to an agent who could purchase the same 

product from another company for ll¢. 


Yuu mean the same gerade? 


Q 
A Yes, the same erede. 
Ql, A similar product? 


A Consequently what the other company has merely done is to 
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out the price, in other words, give a discount, and 
nobody could come under. So one of the main recescns why 
we give a trucker his commission or discount is certainly 
to meet competition, because in the first slace he can 
vrobably go to any other company and obtain the same 
discount or a similar discount, or secondly he could go 
to a company that has a lower price for everybody and buy 
possibly cheaper thar our price less his commission. 

Q MR. FRAWLY;: Ley me, sor the reeord, 
let us take this farmer who lives out five miles from Olds 
and he wants Lion White gasoline, He uses this trucker 
offyours. “se oays' lag plus! the trucking DTreivent. Jusy 
can you help us out by telling us what that farmer at Olds 


would pay on his farm for Lion White gasoline. 13g plus.,....7 


MR. GILBERT: It depends exactly on what...... 
MR. FRAWLEY: Can you, without disturbing 


your presentation too much give me an idea whet the average 
ordinary price at Olds would be, 13¢ plus what? 


MR. PLOTKINS: Mr.Chairman,Mr.Stanger is in charge of the office.He 


never goes out, Mr. Gilbert is in charge of the field and we 


have a tabulation and we keep track of what these cartage 
agents charge their customers because it influences our business. 


He will be able to deal with these points. “e could get him 


now t> say what it is, 


(Re PRAWLEY : Cannot you give me that one 


figure, and I will finish my question? 
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J. Stanger 
THE CHATRMAN: Stand up and answer... 
A In that case, he would probably take the major company 
tank wagon at Olds and use that as the competitive figure. 
Q That is 15.7 less.14? 
“MR... GILBERT? The spread is 1.7 between 
Calgary and Olds. 
MR. FRAWLEY: E want to get the Acto 
price at Olds of Imperial? 
A Dis ea 
Q oe, Tie ae lie pine Mo sous a ei riot? 
MR. PLOTKINS: Why less 13° 
MR. FRAWLEY: On Acto gasoline. 
MR. GILBERT: (hates with the compevitive 
discount. 
MR. FRAWLEY: 15.07, bese 6 ts 14.2.at Gide. 
That is what the farmer in the Olds district would pay on 
his farm, delivered to him, 14.2¢° 
MR. GILBERT: Yes. 
Q I want to compre what .is his money position if he has to 
get one of :-these ,truckers We come to your place and he pays 
L3S¢ plus? 
A In that case, he would not try and compete with Lion White 
gasoline. 
my) Don't you try and develop a demand for your Lion White 
gesoOline in the Olds district? 
A Certainly, but not where it is impossible to sell against 


competition. Probably ir thet case ou tractor gasoline 


which is just as good as sActo would fill the bill. 
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Qi 


Tractor tzasoline is 14.7 lese £2 and thut-is 14.50 the 
Olds price of tractor gasoline of the Imperial? 

Their price’ would be still 14.2.°9 heir Acto igs the 
tractor gasoline. 

No, tractor sasoline is 14.7 less 2 and Acto gasoline 

is 15.7 less 13? "T am not’ taking into consideration the 
cheap tractor fuel. They have a product called trictar 
distillate. 

YOs. Ihet ia ditrerent. <That is kerosene distillate. 
All right, Acto gasoline, to take a comparable product. 
You now want me to compare Acto sasoline as against your - 
OLAV OUT sO Hoi Ge DUG VOUT c eselere se c0 6 ¢ 

Tractor gasoline. 

And Wikat is the Calesary price of that? 

a 

Whet would that cost this man who is farming a few miles 
from Olds 11s vlus what? 

He would probably pay ld¢ cartare. 

that is 15¢ he would pay on hissAfami? 

Yess 


Theat 18 4s “aceainst L4s2. ne would have tospay ror Acto 


gesoline? 
I think there is one thing would have to be taken into 
consideration. Lest year the spread between Calgery and 
Olds was apvroximotely 2.6. From Calgery to ulds. There 
was l¢ differential between the city and rural sales. At 
that time they were offering the farmer a good cent cartare 
Less 
Tz CHATAMAN: Perhapsyou can discuss it 
and put it on the wecord when we return. 

(At this stdge there was a short recess) 


(Go to Page 18,524) 
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MRe FPRAWLEY: Now, Mrs Stanger, I think - 
perhaps you might just carry on, I have nothing further 
to ask, speaking for mysolf, with respect to that question 
of agency dealer. Vir, Plotkins assures mo that so far 
as he is coneerned he does not feel that you are able to 
discuss it with me and perhaps you feel the same vay 
yoursolf? 

YeSe 

Then we will discuss it with one of the other vitnesses 
and will you continue vith your bricf? 

The total gallonage marketec by Lion Oils Limited in 1938 
represents an increase over 1937 of 542,295 gallons. [In 
1957, however, over one half the gallonage wes sold to 
other oil eompanics, that is the jobbing, leaving the 
direct sales for that year at a figure of slishtly over 
one million gallons. The 1936 direct séles, therefore, 
represent an increese of 71% over the 1937 figures. 

& large portion of Lion Olis 
gallonage is sold direct to the consumer through the truck 
distribution agents situatod in all parts uf the prowince 
with the exception cf the territury south of Vulean and the 
Peace River district. The territory south of Vulcan 
cannot be successfully handlod from Calgary duc to the Low 
provailing competitive prices which are a logacy from the 
time when the Soutts anc Montana refincories suppliod 
this district. However, this situation will be met by 
the contemplated orection of another bulk station in 
Lethbridgo. The Peace River district, being inaccessible 
by truck, has not as yet been taken into the company's 


marketine territory. as stated later on, the company's 
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transportation system is based on highly orgenized 
truck distribution and territories which can only be 
handled through tank car shipments do not come at this 
time within the enmpany's marketing aréase Figures 
reveal that approximately 32 out of every 100 gallons 
sold by Lion Oils Limited were delivered direct to the 
consumer through the truck distribution agents and the 
balance was delivered to the consumer at the company's 
bulk plants and stations. 
at the present time our 


regular net dealer prices feOebs Calgary is as follows:- 


Bthyl == 1g per gallon 
Gold -- 145¢ per gallon 
White -- Lik per gallon 
Tractor Gasoline -~ 1O¢g per gallon 
Tractor Kerosene -- 9%¢ per gallon 
Diesel Fuel -— eee gallon 


Lubricating Oils #- 15% discount 


Greases -- 15% discount 


These prices are only varied 
when the gallonage is such that opposition makes it 
necessary for us to give a slightly better price, usually 
an extra #¢ per gellon allowance, in order to retain this 
type of business. 

Our general policy is not to 
endeavor, by devious means, to place the dealer in such 


a position that he is obligated to deal with us. The dealer 
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is at all times free to give thirty days! notice and 
sever his dealinzs with the company and consequently is 
extremely vulnerable to opposition companies. Thirty- 
six of these dealers are provided with a working stock 
of Lionoil products on a consignment basis, such stock 
being held in trust and the goods sold strictly ona 
cash basise 

Q MR. PLOTEINS: Excuse me for interrupting 
there, when you say "thirty days Notico"™ you mean on the 


26 agencies? 


vA Yes. 

Q The other is 24 hours? 

A The others are 24-hour contracts. 

A The great majority of our dealers can leave us on 424 hours 
notice and we ean discontinue with them on the same notice? 

B Yes. 

q MAJOR LIPSETT: What arc the dealers you rofer 
to there, they do not go under the term of truck distribution 
agcneices? 

BL YeSe 

Q MR. PLOTEINS: They do, Mr. Commissioner, except 
they carry a consignment stock in addition. 

Sb YeSe 

Q kB SOR LIPSETP?: Cs there any difference between 


the two or is this just what you have been referring to as 
Nagents", 

MR. PLOTKINS: Yes, they are all agents, in 
Number 2 on Page 3, Mr. Commissioner, we have there, we show 
independent dealers without any ramets ende acting as Lion 


Oil agencies. Now there is no difference between the type 
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of the number 3 type which is on the hettom of the same 
page, truck distribution agents, with the exception that 
the truck distribution agents are not supplied with a 
stock, a small stock, but they both do business on exactly 
the same besis. You sec, Mr. Commissioner, when we say 
Nazents" we do not mean it in the term, we do not mean it 
in the same way that the major company means "agents" 
because these peuple ectually buy and sell. 

Q. MAJOR LIPSETT: The truck distribution agents 
are not supplied with stocks? 
No» 

Q The independent dealers with their own facilities do gst 
stock under consignment? 

b Yese 

Q MR. PLOTKINS: 28 lbeted on those points? 

4 YeSe 

Q THE CHAIRMAN: Now which man can you dispose 
of on 24 hours notice? 

B The truck distribution. agent. 

Q They get 24 hours notice? 

Li Yose 

Q And the ones above, 30 days? 

A Yes, in the case of those. 

Q Those on Page 3 you are speaking of now, is that right? 

A Yes, well that is, this list there that have the consign- 


ment stock, there is the odd one in thore who is an 
independent dealer who does not wish any assistance in that 


way, who prefers to purchase. his own products for cash. 


MR. PLOTKINS: So that, in general, Mr. Stanger, 
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those that have consignmant stocks, we have a contract 
with them providing for 50 days notice? 
A Yeso 
Q And the other type of distribution agent buys and sells 
and those we furnish no consignment stock to, can leave 
us or we can leave them on 24 hours! notice? 
wa) That is correct. 
G The 30 days’ notice is only to cover the consignment stock? 
re) Yes 
Q He can leave us on 24 hours! notice? 
8 Yes, so far as the agency is concerned, yese 
Q PN rights 
& The company Coes not give credit, its entire dealings with 
the consumer and dealer bsing on a strictly cash basise In 
this manner tne farmer is not charged with the costs 
incidental to. handling credit. In other words, with the 
ma jority of other oil compnies considerable credit is 
extended with the result that every purchaser must bear 
in the price he pays for his pruducts a proportion of the 
cost of doing credit business such as bad debts, collections, 
cost of accounting, etc. Our customers purchase from us 
quality products at a cash discount price. 
Q M3aJOR LIPSETT: Just what does that mean? 
Bb It explains itself a little further on, Mr. Lipsett, we 
explain ite 
Q MRe PLOTKINS: All right. 
4 Lion Oiis alsn has adhered to the policy cf not loaning 
drums or equipment either to agents or farmer customerse 
We estimate the cost of extending credit and loaning 
drums and other equipment to be at least lg per gallon and 
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our prices on farm fuels are therefore 1g less than 
would otherwise be the case. -In some irstanees wo 

soll equipment and drums to agents desiring such equip- 
ment to handle Lionoil products on a cost plus 10% and 
10% basis to cover interest and handling. These sales 
are usually made ona straight installment plan and all 
payments are rigidly collected. 

Q MR. FRSWLEY: I wonder, Mr. Stanger, if 
for convenienee sake you could not give us some idea of 
your prices at, I do not care 15 or 20 points, I want 
to try anc have something comparable if it is possible, 
unless I am just ---- 

I will give you the prices. 
Butsing the wind, I would like to know, you speak about 
L cent off and I do not knuw, 1 cent off what? 

v7) E canexplain that; our prices at our three distribution 
stations, I am spoaking of the drum price hore. 

Q Yes? 

A Usually maintain 1 cent below the price charged by other 
companies through extending credit. 

MS JOR LIPSETT: Is that the tank wagon price? 
Yes, our drums! price. 


MR. PLOTKINS: Well is that entirely correct, 


a 


Mr. Stanger, do you not mean that we allow 1 cent bclow 
Whatever price we would fix for that product to take care 
of drums and equipment? 
A Yes, that is the wey it works out. We feel we should 
give them a consideration in pricc to take care of those 
things. 
MR. FRAWLEY: L find it ditfioult ,wkeoping 
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to a specific case again, Acto gasoline, at Bashaw, the , 
Imperial price is 16.8, now what can you tell us ebout 
your price? 
Not an awful Lot about that. 
There is a man thorc with a small consignment stock and 
I am a farmer and I present myself at your man's place at 
Bashaw, what do £ pay for that gasoline? 
I think Mr. Gilbert could answer that better than I can. 
All right. | 
The inerease in gasoline gallonage marketed is also 
reflected in the increase of other sales, lubricating oil 
sa".es being-over double that of 1937, and the sales of 
grease also show a very noticeable percentage of increasee 
The company puzchased «ts supplies of lubricating oils from 
the Motor Oils and Greases Company in Calgary during 1938, 
the laid down cost being 

Lion Brand —-- 5O0¢ per gallon f.00eb.e Calgary 

Tiger Brand -~ 40¢ per gallon f.).be Calgary. 
In 1949, however, the company reached an agreement with the 
beep Rock Oil Corporation of Minneapolis to »yurchase future 
roquirements from that company or the following basiss~- 

Lion Brand -- 48¢ per gallon feoebe Calgary including drum 
Tiger Brand ~~ 46.7¢ per gal. eam Calgary including drum. 

We are now, however, purchasing tank car shipments of Bright 
Stock and Neutral and blending to our requirements. This 
will result ina 6¢ saving. 
MR. FRAWLEY: To yourselves? 
To ourselves and we will decide what will be done With it. 


Phe company's grcase supplies have in the past and are now 
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purchased from the Battenfeld Grease end Oil Corporation, 


Kansas City, the cost f.o.be Calgary being as followsi-- 


Gun Grease -~ 4,873¢ per lb. 
Special Gun Grease -= 5.0507¢ per lbe 
Cup Grease -~ 5.824¢ per lbe 
Axle Grease ~~ 3.920¢ per 1lbde 


Transmission Lubricant -=— 4.721¢ per lbe 


The year 1938 was also’ the 
first year in which the company entered into the tire 
Lusiness to any great extent. Aftor first obtaining a 
Gonsignment tire stock for our own station, an acceptable 
deal was offered by the Dunlop Ritber and Tire Company 
whereby consignment stocks were placed in the better 
combination dealer stations. The Calgary bulk station 
Situated in near down-town Calgary at 9th avenue and 4th 
Street East obtained the envieble record of selling more 
Dunlop tires direct to the consumer than any other single 
cutLot in the provinee of Alberta. 

With respect to delivery 
equipment the policy of Lion Oils Limited has been to 
give the farmer and retail mstomer high-quality petroleum 
products at the lowest possible cost without regard to 
prices or practices set by other marketing organizations. 
+t was oarly apparent in the cil industry in alberta that 
claborate marketing setups effected by most companies of 
tank car shipments entailed considerable expenditure for 
capital and upkeep of tank cars, lerge bulk plants, Ae 


stocks, etc., thereby increasing the cost of the produats 
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to the consumer. Lion Oils Limited and its predecossors 
have been one of the pioneosrs in the evonens t> institute 
truck transportation, beginning in 1921, as a mejor factor 
in oil distribution. Trucking of petroleum products 
C6nables shipments to he mace direct to the consumer, 
thereby eliminating considerable cost for re~handling. 
The company not only sponsors its own fleet of trucks 
but encoureges all its country agents to truck their 
own supplios direct from our refinery and distributing 
centres, and this method has resulted in low distribution 
costs and consequently lower prices to the consumere 

This system whereby the company 
transports its products to the distributing centre, and 
its agents or consuming public came to the distributing 
centre to ohtain their supplies is the most efficient and 
low-cost method of distibution yet dovised. That, of course, 
is our opinione 

The company has been pioneers 
in this movement and during 1938 placed in operation tke 
latest type truck and trailer units capable of carrying 
2925 gallons of gasoline per unit. These trucks 
constitute the largest units regularly in operation in 
&lberta and Lion Oils Limited have pioneered the intro- 
duction of these large economical units in this province. 
Mia JOR LIFSETT: are those the trueks which you 
refer to on the first page, the number of truck distribution 
agenvies? 
YeSe 


The number of company owned trucks and trailer units? 
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QD 


YeSe 

You just seem to be starting on them, you have three of 

them? 

That is true. Those are the ones IE was just referring to. 

Yes? 

Lion Oils Limited in 1948 showed an inerease in business over 

1936 of 150% and as the company was founded only in 1934, 

it will be seen that this amazing progress has besn made in 

the face of all the difficulties inherent in the depression 

yearse such progress can only meam even greater strides 

when business conditions become more stabieo Bach year 

has shown a definite step forward in the company's operations, 
Lion Oils Limited and its 

associated companies have been pioneers in new methods of 

refining, marketing, and transporting petroleum products . 

at less cost and feel that theywere one of the main factors 

for bringing about reduced prices for petroleum produets 

in the province of Alberta, apart from the discovery of 

erude oil in Turner Valley, and all the savings effected 

from time to time by our companies have been passed on to 

the consumer in the form of reduced prices without regard 

to other companies! prices or operations. Lt always 

has been the policy of Lion Oils Limited tosell to the 

consumer at a price based on theixs actual cost plus a 

fair return on their investment regardless of cther 

factors, and it will pursue this course in its own best 

interests and the best interests of the public in the 

futures 

MRe FRAWLEY: Now, Mir. Stanger, are you 

Saying all you intend to say on lubricating oils, on Page 7, 


that shows what, I would like to ask you something abcut 
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ies 
Je Stanger Wee rary 
that, you were déaling with an jmerican company? 
Yee~ 
They were American importattons, were they? 
Yes. 
and you paid 50 cents a gallon for Licn brand? 
That is right. 
Including or excluding the drum? 
That is excluding the drum. 
Now you have made an arrangement with this company, the 
Deep Rock Oil Corporation in Minneapolis? 
A YeSe 
Q They are sending it up to you at 40 cents a drum? 
é Yess 
Q Including the drum and 48.1 ---- 
A That is true. 
MR. PLOTKINS: There is something left out 
there, you had better explain now, we have progressed 
a step further and we are shipping in tank cars? 
Lb Yes, we have ite 


MRe FRAWLEY: Ke te: thore’s 
MR. PLOTKINS: But you have not giiven costs 
in here. We intend to deal with that a little more 


elaburately. This is only an interim report. 


THE CHSIRMAN: It resulted in a 6¢ saving, 

he said. 

MRe FRAWLEY: Thut 48 becomes 428. 

MR. PLOTKINS: No, it ts not clear in there, 
Mr. Chairman. I want. Mre Stanger to explain the 48 cents 


including the drum, the 48 includes the drum but the 42 
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ang er 
Gilbert 


does not obviously include a drum and the enst is now 
Goneeivably Less and here are the costs and you might 


read them into the record, 


MR. FRAWLEY: You might file something. 
WITNESS: This is the cost of drums. 

MRe PLOTKINS; hat dwes it cost in tank cars? 
That is all there, I guess we have not all the figures. 
“Re PROTKINS: I will give it to you right 


now because all you have to do is te deduct the drums. 


VITNESS: No, we have not the figures here. 
MR.e PRAWLEY: Could not Mr. Stanger return? 
MRe FLOTKINS: I think we can give it here. 

MR. FRAWLEY: I do not mean to read anything 


into the record, couldn't you have a memorandum dealing 
rather completely with the whole question of lubricating 


Oils prepared snd whet it costs you? 


MRe PLOTKINS: Why the margin and so on? 
WITNESS ; Y6So 

MR. FRAWLEY: And why you purchase in the 
United States rather than in Canada. I would like you 


to desl with that. 


THE CHAIRMAW: Could you bring that tomerrow? 
WITNESS: IL think so. 

MR. PLOTEINS: I will call Mr. Gilbort thon. 
THE CHA TRMAN: Any guestions, Mre Nolan? 

MR. NOLAN: Noe 


ROBERT T. GILBERT, having been 
recalled, examined by Mr. Plotkins, said: 
Mr. Gilbert I would like you,you have not come prepared with 


any written stctement? 
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@ I would like you to deal with the first thing, country 
prices, in other words. what is our pusition and where dn 
we come in with respect to what prices our dealers or 
agents sell at to the customer? 

A I think that will answer the question which Mr. Frawley 
was gotting at a few minutes ago. We do not in any 
Gase set country prices. Our price structure is PeOebe 
Galgary plus transpcrtation. We do not make any attempt 
to set the prices in the country. The dealer quotes 


whatever he wants toe 


Q MR. FRAWLEY: Liplsejus bet (oebanClel sary? 

A Cur entire price is entirely f.o2be Calgary. 

Q So there is no transportation in it at all? 

dS With the exception of Red Deer and Edmonton where naturally 
we set the price there, where we have distributing points. 

Q MR. PLOTKINS: Is it not the Calgary price 


plus cartage? 

{E86 

Q So for all practical purposes and it is e fact, that everything 
We SOL) Cisiiisds Oymotirerelingpy?» 

ye) That is what IT have boen taught ever since I worked at the 
Lion Refinery, is Calgary and its net backe 
Why were you taught that was the basis? 
Because we wanted to know, that is what we wanted to do and 
it is gcod practice. 

Q We knew the profit by that means and we could not be put out 
Oo. business so Long as we sold at a profit? 
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Q But if we sold at a price out in the country that included 
factors over which we have no control we wight find our- 


Selves receiving less money for our produets than what they 


cost us? 
j YeSe 
Q Now, will you deal then with the country prices, what actuates 


the dealer to set a price, in other words we will carry on 
with this man at Olds, this man at Olds comes to Calgary to 
the refinery and he buys his products; now we will consider 
him for the present purpose as having purchased them in 
his own name? 
Yese 

Q Jnd having paid the money and he goes out to sell thea to 
John Jones and Tom Smith, now what would determine the 
prices that he would sell any product at, would it not be 
based on his cost in Calgary to John Jones and Tom Smith? 


He would take his costs plus a reasonable handling charge; 


t> 


that does not necessarily mean cartase alone. It would be 
handling. His total cost of handling, storages, delivery 
and so forth and naturally competition would dictate to 

a certain extent what he could collect. 


411 right, what would be the result then, I mean he goes 


2 


to a customer who now is buying Imperisl products, cto, 
at a certain price and when he cndeavors to sell him our 
product, take Lion White for instance, ---- 

A St the present time he would be out of luck because our 
Lion White is too high compared with the major compgaiecs! 
price. 

Q So what does he do then? 


Vell he tokes qn certain amount of time, usually they come in 
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to see us and discuss the problem with us and they say 
™Je have g Situation here, we cannot meet this situation" 
and it forces us into a position of substituting a cheaper 
product to meet that competition. 

Q In other words, we make it possible for the dealer to buy 


a cheaper product from us that will mest the competitive 


preduct? 
J That 1s right. 
Q So that then he is enabled to continue in business but 


can supply a higher price or a higher type of product such 
as Lion White for the time being? 
YeSe 

Q Why is it we are at a disadvantage, have we always bsen 
in that positicn? 

my No, we had an advantage up until about practically a year a, 
now because we based our price, we figured, not having ary 
drums and so forth, that we should sell and be entitled to 
sell at least 1 cont per gallon below the established price 
and that sstablished price has been brought down and brough 
down and freight rates have been brought dcwn and now it is 
higher than the major companies printed price. 

Q Let us analyse that, not quite so quickly, you say wo Sold 
at 1 cent below the major companies! price? 

b YGsS. 

Q Now you meam in Calgary until last year there was a country 
tank wagon and a city tank wagon? 

A That is right. 

Q And the country tank wagon was 1 cont a gallon on an average 


below the city tank wagon? 
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Below the city. 

So that our agent buying on our price in Calgary and adding 
merely cartage, no railway freight or any other factor tut 
the usual cartage was ina position to reduce his price 

to the farmer considerably below the loeal tank wagon? 

I believe as a rule we might say in the Calgary area up 
until this chanze took place between country and the city 
differential that the other agents coulda sell at 2 cents 
below the tamk wagon at point of delivery. 

Could sell 2 cents below? 

YES, 

In other words he was passing Beye saving affected from 
buying cheaper in Calgary and less cartagze charges on the 
product to the farmer? 

DefinitelLye 

Do you recall, when did ycu first start with Lion Oils? 
January 1936. 

At that time was the spread only 42 cents or was it greater 
than that? 

How do you mean? 

I mean the spread between the Calgary tank wagon, the Lion 
Oils tank wagon plus cartage t. Olds or any other point? 

L would have to go back on to the price list. 

I suggest to you it started out 6 and 7 cents in 1940? 
Yes.o 

and it is now down to where there is no spread? 

Yese 

We did narrow down that point from 7 cents to nothing; for 


example, the posted price in 1926 of Lion White was 18 cents 
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and it is now 13? 


A There is a 5 cent drop there. 

Q MR. F. RGWLEY: What was it in June 1936? 

j In June 1936 our price on Lion White was 18 cents. 

Q And Turner Valley gasoline was 18% cents. 
MR. PLOTEINS: Yes but Turner Valley gasoline 
is not a comparable product; that is what we call a 
washed naphtha; the Imperial at that time did not have a 
third grade. 

A Our Lion White actually compares with their premium which 
sells at the same price as standard leaded gasoline. 
MR. FRAWLEY: Of course, I cannot follow youe 

Q MR. PLOTKINS: But to come back to prices, the 


fact is we have always sold so long as you have been with 
the company, the company always sold f.o.b. Calgary plus 
cartage ? 
- YeSe 
So the dealer and the cartage -tan could not get any more 
because in our literature we warned the farmer not to pay 
any more? 
Sb absolutely. Our price has very defiritely established the 


price throughout the country. 


( Go to Page 12,541 } 
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MR. PLOTKINS: I show you a printed price list. 
Just read what the conditions and terms of sale are. 
In our advertising we have this on it: 
"How to Purchase Lionoil Products. 
iM Check the within list of products and prices. 
"You will find the product to. fill your own needs at 
"a price that will actually save you dollars and cents. 
be Then, get in touch with the Lioncid Dealer near 
"wou — he will susply any of your requirements at list 
Morice, plus 4 reasonable cantare charse. If vou do 
"not know of any dealer near you write to us direct and 
naive us the name of any trucker hauline in your 
"vicinity and We will endéayor to secure Servicosror rou 
e If it suits your personal convenience, come in 
"yourself and we will be gla* to oxtend every eourtesy 
Mio. vou. 
Pour prices weeeive the drum prices in Ualraryso than 
they know they should pay that price plus a 1easonable 
cartage and I think we can trust the avcrage farmer not 
tO pay more than the average cartage rate, cecause he is 
very Tami DL eraw ich qi 
THE CHATRMAN: Mark that as an Exhibit. 
\ 
(SIONOLIT OIL PRICH LISt Is 
NOW MARKED EXHIBIT 546". ) 
MR. PLOTKINS: Mr. Gilbert, give a general 
description of what this price list covers? 
These price lists we mail out twice a year as far as 
possible to every tractor user in the territory that we 
are, operating tit. We secure alist by going tothe 


Government and listing every tractctr user. I think we 
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mail at the present time apsroximately 22,000 of these 
twice a year. It gives the location of the nearest bulk 
station. ¥or instance, a man living in the Red Deer area 
say,we feel would deal with our Red Deer distribution point. 
We give him a price List of our preducts at Red Deer ga 
that he can figure what it is going to cost him if he sends 
in and gets his products at that point. For instance, we 
list Lion Green. At that time our standard gas was green 
and we give him the distribution price, the price per 
gallon pius tax and we give hima pretty fair description 
of the product and the price. 

MR. FRAYVEY: What is that? 

That is the 1958 Spring prices. 

Here Oe one a tittle moré up to date. 1928 Fall prices. 
MR. PIOTKINS: We are just describing our 
method of doing business. We have been doing the same 
thing the same way for years. 

MR. FRANLHY : You said something about giving 
a list of where your stations are? 

ve put this on the top. For instance, this is Edmonton. 
We list our station at 10609-104th xzvenue. Retail and 
Drum service. 

MR. PLOTK INS: How do we divide the territory? 
in mailing out these notices or these prices we determine 
what is the Edmonton territory and what is the Red Deer 
territory and what is the Calgary territory. 

How do we determine that? 

That is determined by cartage rates. as you go norta of 
Calgary the rate goes up. For ins tance, up until the 
present time the Red Deer price has been 2.4 cents per 


gallon over Calgary. anyone from Innisfail, where the price 
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is less than Red Deer, naturally would not go to Red Deer. 
They would come to Calgary. The district between Red Deer 
and Edmonton where the price gradually ine:eases, they 
would come into Red Deer. 
In other words, the economics of price or cartage would 
lead,| thenfarmer to" come where he can deliver to himself 
or through & cartage agent products at the lowest cost on 
his farm? 
Theat) issright. We. eivera Summary of our Lubricating oils 
andi ereases and (tires ‘andisoltorth. This is a price Tist 
advertising the different products. 
Xousdeseribe: them fully? 
We deseribe them as fully as possible, Ye also put our 
lubricating oil guarantee in whereby any farmer may purchase 
anguarter offvatdrumoormali-a-drum or’ a-full drum oof 
IubeBacatane oil and may use up 5 gallons, and if 2h 2s jnet 
entirely satisfactory he may return what is left and we 
will refund his total purchase price plus transportation 
both ways; that is the guarantee we have put on lubricating 
oils. 
And everything now? 
We also stand by all our other products. 
Whet happens when the farmer has that in h.s own hands. 
We will take the case of the farmer in Olds. He has one of 
these, price. lists in his possession end if he so chooses 
he ean come into the refinery and he knows what he can buy 
those products for. But what happens to that farmer. 
How does he decide whether he is going with us or deal with 
someone else? 


His general procedure would be to contact his trucker in 
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that district and find out what it would cost him to take 


LES by? Druck Ore hegmay know in his own mind what.it 


would cost and compare it with the other products, with 


what he would pay at the local bulk station or tO any other 


independent company at Calgary. 


We’ wil presume,’ oriwe know at the present tine our 


representative in Olds cannot successfully meet the Imperial 
Oil price on acto by having to supply him with Lion White. 
that does’ the dealer or representative do in order to off- 
set, if he can, that disadvantages? 

He becomes a sales agent at that time and gives the farmer 

Bey res ifaim tek jomo im products end the experience he 

has had-with them and goes out and sells it for us. 
HemLSscomea.ied, Li he is going to retain his cartage 


business, to turn himself into a salesman? 


Absolutely. 


Because you cannot do as the Imperial or the ijanple weaf 
Orvany ‘other company will, in selling him goods at. the price 
he can continue to supply that farmer? 

Onat Vsirients 

So he has to turn from a cartaze agent, in order to protect 
his cartage business, to turn into a salesman? 
TRataLeiPiens . Naturally, in dealing with this truck 
distribution agent, we give them all the necessary informa- 
tion. We write them regularly so that they know the 

prioes, and keep’ them posted on all the different, factors 


that enter into their buSiness. 


What has been our experience in connection with these 


cartage men after we have built them up or enabled ourselves 


to build up a business in any one district. “hat has 
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Me Ts Ge cheni. 
happened to these cartage agents in the matter of competition 
from other companies? 
They immediately become the target of other companies. 
As goon as they build up a gallonage of say ten or twelve 
or fifteen thousand gallons, that becomes attractive 
business and they receive attractive offers from other 
mompanies. 
How does the Imperial Oil attempt to absorb these agents 
into thcir system and taking them away from us, without 
on the surface showing up at all in any way? 
Well, 1 do not know as the Imperial Ci] until recently 
has actually ~- the Imperial 6i1 itself - has actually 
come in_and talked to our truck dealers except through 
subsidiaries. 
Through subsidiaries and also directly. Take in the case 
OF enh arent, sthey dmperigl Oll agentithat(nasuay transier 
allowance, ‘What happens to that transfer allowance in 
connection with approaching one of our dealers? 
Well, they can figure out a system of extra discounts and 
they would offer more to this agent than we have. That 
would not aprly so much to truck distribution agents. 
They take care of that through their sutsidiary companies. 
What about the consignment accounts? 
The consignment account is an established dealer and they 
gO and check his ousiness and if it is attractive they 
pay monthiy discount -.and they pive him pretty fancy prices. 
Lietat tok \EnNOWVOL 6. case -noweand. Lethink you are fenilvar 
with it, Mr. Mereer at Legal. Be. 2S 8: farmer’ livingon 
a ifermuand» looking alter ooneidgerablewarca im the oid 
business. The Inperial have contacted him, wanting to 


make him their agent On the farm, which is departing entirely 


ss 


> 


-12 ,546- 
Ka, la Gillie. 
from what is supposed to be their method of doing business. 
How can ren do; thet am still retain the agent ‘in the 
town of Legal? 
{co not know. IG is a competitive move because we een 
CONSIGeraevle Cusimess Ti tne wear. 
Coming back to these shipping agents. You say they are 
Vulnerabie tO other companies such as the Maple Lear ana 
so forth. How do they approach that subject? 
EP WOULi beke tne besviexample > une Ba. and the Bena, 
ine Ge Rk. psa Major company operating Gn.o strictly major 
company basis and they cannot, without upsetting 
their wiole business go after one of our agents. They 
EG rvOebne bell. Which tucy operave under the eulse agian 
independent company, They are not concerned with profit 
or loss or anything else. Their whole business is getting 
eailoueace and Operating On an entirely diitferent pagaa, 
that approximates our basis, and they are in a position to 
give some pretty fancy competition. 
How can they go out - give us some specific instance of 
the method? 
They send salesmen out and----I can take the example of 
the Great West Distributors. They keep a man in the Utty 
of Calgary most of the time to follow every trucker down 
THE Street "LO. Tina On where Helis coins. 
But how would the Bell do it. Give us an instance? 
They do about the same as any cther.company would do, 
they would actively go out and canvas the country for 
business. 
In other words, do they adopt the basis of mecting whatever 
condition they find in the field that are created by 


small independent companies such as ourselves? 
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na we Goer. 
Yes. 
And they then contact our dealers---- 
They operate on the same basis that we operate and go 
SeLireler pat Turth er. theyvare not concerned with soos. 
They go out and solicit business one way and another. 
Mey mave menvain “he country all the time. 
They do not strictly stay within any particular system and 
prices? 
No, one day they are operating on a major company basis 
and the next day on an independent company basis. They 
move nO Set rule. 
MR. FRAWLEY ; Mc. (Gilbert, Us, generalizing 
and I want to know about the Beli so that we can put it 
Mp voile, company. Tell us*what tne Bell does, Ft asa 
little unsatisfactory to say they £o out in the country 
and act as an independent one day and as a major company 
the next day. What do they do? 
The Bell at the'present time is not interfering with us 
because they found we were in a position and knew our 
own business well enough that we could fight back andare now 
Wildting tO ealil it quits. BUt that 2S ned tier ere nom 
theré as far as priccs are cuncerned. 
It’ is not here anyway. 
It was here eighteen months ago. 
MR. PLOTKINS: Have we any dealers that were 
taken from us. They have been attempting to take away 
all that business. 
MR. FRAWOLSY: and how? 
MR. PLOTKINS: How, that is what I would like 


to know from you? 
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R. ,@e Gilbert. 


I have to go beck, and I do not know as I can think of an 


exact instance, because they were making a bid for all our 


dealers. Offering them this and that and offering equipment. 


THE CHAIRMAN : Did you lose one? 
Yes. 

How was he induced to leave you? 

In that particular case by drums and credit. 
Freevdrums and’ credit? 


Yes. 


MR. PLOTKINS: who was he, let us get an instance? 


Becker. 

He did deal with us, and what were the conditions with us 
and what conditions did somebody else give him? 

MR. FRAWLEY: And give us the approximate date, 
Afensican’ 

MR. PIO TKINS: What date, Mr. Frawley wants? 
It is pretty hard to’ come in here and out of a clear sky 
Just to give this. But this particular case was in 1937. 
He started in the Spring with us and he was doing a nice 
business. “He sold Ground 7,000 gallons the first threes 
months. 

Who? 

Ted Becker of Carbon. 

Was he already inthe oil business when we contacted him? 
No, he started in the oil business with us. 

Now, here is a typical case. What did we do? 

I cannot tell because ho went to work before I went to wark 
with the Lion Oils. He started out as a young fellow with 
a truck and got into the oil business in his territory 

Sa Divi Ape a Cn ine MoUs ine se. 


at the time you contacted him he had been dealing with the 


aM 
; 
a! 


i 
‘et 
ap 
tar Serie ul 
Bin Lary 
‘ 
era 
Ca ea Coy 
oe 
Scat 
\ 


th cise wr 


* 
' ee 6 * 


Reid 
alt 


A ae 
in a : 


ed 


ay & 


ee 


an Bote rush aly 
nie 


eae 


a-= 


[Aly 
AS 
hres 


ce) 


A 


2D 


A 


Hane UlLDer, 


Lion Oils exclusively? 
At least one year. 
Bnd he had a respeotable vrallonage? 


-eS 


What did the other companies offer him in order to leave us? 


ThaGy oflered iim 6 better orice end credit andceuenl yc 


drums. I believe that was all. 


THE Cilia IRMAN: Whe orréred that? 
The Bell. 
MR. PLOTR INS: IT intend to bring some dealers 


here and have the Commission examine them so that we may 
“et something definite of the method and how-it is done. 
Not necessarily our dealers. 

i think The main point we are trying to make there 1s ties 
these men could not in any shape or form lw ve been British 
American agents under their method of doing business. 

They could not go out and get him, they could not appoint 
him as an agent but the fact they wers operating the 

bell as a subsidiary péemmitted the bell go go out and kill 
that tien Bs Lar ss we were concerned. That) as a facts «Fs 
the Bell was operati ne purely on an economic basis as a 
competitor, the fact they went out and did this and that 
would not mean Srything., it is up to ws Se protect 
ourselves. But where @ major company subsidizes a jobbe= 
company to go out and attack your business you are on a 
different basis than on a profit end loss or a competitive 
basis. Ig they had gone and bullt a buik station and said 
"Here, you.are here as the agent of the B. a.," 

there would have been nothing wrone with that. On if athe 


Bell was operating on a purely competitive basis and 
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were fighting us for business there would be nothing wrong 
with that. But the fact is that this company being 
subsidized went out and made offers to this man in prices 
that they could not possibly justify. 

What was Mr. Becker's position at the time you started 


to deal with him? 


Mico PRAM LLY s What was his operation? 
MR. FLOTAINS: Yes, what was his operation? 


His main business was dealing in gasoline and oils in this 
GUS Ci pe Cid =brucking besides Dut iis main business 
was gasoline and oils. 

MR. - FRAWLEY: What was -the nature of his 


business? 


MR. 2LOTRINS: Did he have a warehouse or tanks? 


No. 

He had no warehouse and he had no tanks? 
No. . He was acting as a cartage agent interested in sales. 
Last year didn't he erect---- 

At the start of last year he erected a warehouse, yes, and 
carried & full. stock. 

He carried a full stock? 

Yes. 

When the other company contacted him - you say it was the 
Bell - what would be the position then. You have already 
EX DLELNed that they can jump in end sive prices and 
conditions that the parent compamry themselves could not 
under their own system? 

thet ois 2 ieh t. 

Insuppose we can't 2<o any further into the connection with 
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pbs eR eh a Beck i 
eartage Beentior dealer’ just mets competitive conditians 
to the best of his judgment and ability in connec‘ion with 
resale prices, 
I did not quite get that question. 
Our dealer buys f. o. b. Calgary? 
Yoo: 
Whether it is through Hed Deer or Bdmonton it is actually 
f. oO. bs, Calpaty? 
Yes. 
He does what he pleases insofar as ways and means of 
selling his products and meeting competitiont 
Yes. 
As a result of that there is no fixed price either by him 
Or by us? 
No. in fact, you might point cut if the farmer came in 
who lived at Drumheller and would say "hat would it cost 
us tor sorand Sorproductr"” . all we could tell nimies 
"Calgary is so much plus what the cartage company would 
charge.” We do not attempt to sell him. We do not 
establish that onrce an Drumheller. on our Gletrebi ton 
eeeoury! «0 
With the result that our system is flexible? 
Yes. 
And the dealer can protect himself areinst any type of 
competition? 
Yes. 
AS long as it is not below cost? 
MR. FRAWLEY ; And he does not know that. 
MR. PLOTKINS: Nis cost, hie eostf..0. ds 


Calgary, and he has the cartage cost above that, and if he 
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RH. 2D. Gilvers 
sells below that he cannot stay in business? 
Not very long. 
His proolem is how to make a profit under those conditio 
That is right. 
And he sets his prices according to the best of his jude 
and ability? 
Yes. 


And in your experience, you are out in the field, does h 


have a fixed price in that district, or what actually does 
happen. Take a typical instance, name one man and cive us 
whatever information you have? 

Yes, he would have fixed prices unless he got out under 
conditions where he had to make an extremely lonz delivery 
or something like that, because he is working purely a 
cartage business and his delivery is on a4 ecartage basis 

so much further he would have to charge for. 

Is the basis not Calgary plus a reguler cartage charge to 
the point of delivery? 

Yes. 

In general, that would be the basis? 

Yes. 

But in other cases where he cannot sell at that orice he 
might reduce the ecartage charge or take some of his sales 
representative margin or dealer discount? 

Tes 

Another thing. .This cartage charge. Is it in all eases 
sufficient to take care of the competitive charse made by 


the trucker? 
No. 
Explain that? 


For instance, a 60 mile haul, I believe that the average 


ns? 


e& 
= 


Tietniwe a7 yetR foun 


Geers ge) hat ¢ agent eho #20%g 2 ehke “ 68 “ ves om * . 


| dats ai zai 
uh wie 26. PRoe aot af eae ween 7 ty) Bin latte ai vas 
| ; ys hie 

a9 


. . 7 ? =e 
anuh (hier eg ab jos Seo gee eagetiquze Thow ee ane 


Ate VLA Re Wy Aes ‘ fie ke i® tad ) 2. a: = ‘| heet?. » eves 


peso Tae ai apety aia peeowtiuel Lahey 2 sua? eaten 
Hayne gy agitems aint “te ovay ist 


2 


este dpa ey ee ae) ty Beghes Benet Sved ii Lewy. . ; any 


oe ae ae ’ yi ene ad tae jen gad Rae a 1G aeiénhan * 


A eens et) ui ed Skaaend ond wai oi cralog 16 
page oghgsn eo oe 6) t.ee2ten Gia ban banter S20 I88 
eee ap iats “ar By sla hee ae ‘ve ety ann ae 

mony olin) Say sae, # Bis | ving sagen fda @ ined aztt a 
fyurviiea Te rik on Balg 
BOY 
Ye bear “a gd Bean jas hoceaes il 
sent 


be eiar feds we Liew Ceepie CP or ite puree ‘Leip nt nut 


is ge vp ake 228 26 soe “eet OP OME Sele a? apiiten she al 


Tavoes ih shee Ee raises tenrie 
oh 


Poked bw ai D af 


> - 


7). 


wor o> 


A 


A 


-12,554- 
A. De Galvert. 
truck rates range all the way from 20 to 30 cents a hundred. 
It thet is broken Gown it: would not pay the differentdal, 
that LS, tie, dit rerential would be Less in 4a lotwort places. 
Ip me bas 2 dslivery [rom here to Olds, in my. opiniom ie 
should collect about 2s cents a gallon. He has to have 
the “rams ant. eo end take care of the farmers’, delayeries 
and so forth and he should, bringing in the drums, he 
should collect from 2 to 2% cents a gallon. It is a 
question of whether he wants to carry on business and take 
the spread out of his commission or reduce his carrying 
G08 ts 
MR. FRaWTiby: “ou Gay tne: Spread 26 Uae 
That is up-until now. 
What do you mean when you say the spread is 1.77 
That is tne difference between the Calgary tank waggon 
and the Olds tank waggon. 
The Imperial Cil price structure? 
Well, the major companies. 
Mae LOTR ING : I want to amplify that a littie 
more. As the distance increases the major company 
differential figures out at a less cost per mile per gallon? 
Yes. 
Why is it thét the cartage agent, cannot successfully 
compete with the railroad; for instance, say the railroad 
and an agent of a major company ona strictly differential 
hagis? 
Webl, Our gartage agent hamling gasoling in drums, and 
for one thing he cannot take enough load to make it pay 
Lor that distance. 


Another thing,-is it not that the gasoline is carried by 
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Re 2. Gillbvert, 
the railroads at fifth class rate? 
That 18 right. 
And the average cartage es ent has to consider his aversze 
return on all classes of freight? 
That is right. 
So that in eases where too big & proportion of his eartage 
CONSists of gasoline or oil products at firth classe rave 
he cannot exist? 
Thatweie riebht. 
So what does he do, he uses---- 
He uses his total spread. 
And we have to provide a spread sufficient for him to 
earry on his operations profitably if we are sine Gourecep 
liteap ea dealer or a Cartage aezenty 
Yes, 
So that the question of prices and spread is involved to 
the extent of freight rates and delivery cost? 
ves, that 2S right. . 
And competitive rates? 
Yes. 
And it is not simple so that we can study it---- 
No, it is not simple. 
Just as it is, and make a simple answer? 
For instance, there is an example of the price adjustirent 
last year, the differential adjustment. The spread 
between dmonton and we will take Westlock, for instance, 
the spread was decreased, and thse spread between Calgary 
and Edmonton was increased. in cther words, you can see 
that using #dmonton as a distribution point the spread 
that cartage agent could collect between Bamonton and 


Westlock was reduced. POP LReteancs Wie seread is 
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8/10 of a cent and the spread between Calgary and Edmonton 
Wag inereasea halt a cent. In other words, :-it was a move 
anparently to put a damper on truck deliveries out of 
S0drionton to that territory. In that case we were forced 
to take part of our spread between Calgary and t#dmonton 
and “ive it to that man there to make it even close to the 
cost. 

Why. Is it not because the farmer just disregarded the 
eartage rates and said the Imperial difference between 
Edmonton and my point is only 8/10 of a cent and I am not 
going to pay you any more? 

That 18 right. is sy 
So that the cartage man for the first time was up against 
competition that had nothing to do with cost? 

Uoet wid not enter “nto 10 at all. 

What position did we find ourselves in? 

We had to belp our asent if we wanted to keep him. 

How did we do that? 

We gave him a cartage allowance of half a cent per gallon. 
In other words, we increased his commission a half a cent? 
No matter whet we gall it that is what it actually meant, 
that we increased his commission. 

Was that the reason for giving it to him? 

Yes. 

We actually indreased his. commission?’ 

Yes. 

So that the economics of cartage and costs are inter- 
related with the final costs, as far as the farmer is 
concerned? 


That is right. 
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MR. FRAWLEY You are talking about Calgary, 
Edmonton and Westlock? | 
That is right. 

16% cents, 19% cents and 20.3? 

MR. PLOTE INS: Not necessarily. Cyr spread is 
not mecessarily and in fact it is not exactly the Imperial 


Spread between them three points. 


RM. FRAYLEY: Mr. Gilbert is talking of the 
Imp2rial differential between “dmonton, Calgary and ‘Jestlock? 


aren't you? 

wes. 

Calgary is 16%, on the 22nd of June, and has been for some 
time. Now it is changed, of course. Udmonton, 194? 

Yes. 

And Westlock, 20.3. That is vour spread of 8/10 of a cent 
between Edmonton and Yestlock? 

Les. 

I suppose you know it is all a freight proposition from 
Calgary. The freight from Calgary to Ldmonton is 3 cents 
and the freight from Calgary to ‘estlock is 5 cents plus, 
what is it, 1/10 of a cent, I suppose? 

That is on that basis, yes 

And that is the way they build up their price structur¢:? 
MR. PLOTKINS: bxplain what it was before ‘what? 
Before that it was based on Coutts into the central 
distribution point,such as Calgary and kdmonton. Immediately 
it went out of Hdmonton yee Was .2- difterente,: of) i cent. 
That is where the difference between the City and the rural 
spread came in. On top of that there was a décrease in 
price, which lowered the price at Westlock 1.3. 


MR. PLOTKINS: Before that date there was only a 
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2% cent Spread between idmonton and Calgary? 
YES. 


That is because the freight rate in Edmonton was based on 


Yes. 

but when we come to June 22nd the spread was increased by 
the Imperial price List to 6 cents? 

Yes. 

Meat is because the Treignt rate was then based on Galeany? 
Yes. 

And the Gost was $6.12. That is the reason and that explains 
The nosition we Pound ourselves in in respect to Dur deaters?y 
The position was they were selling truck delivered produets 
on railway rates. | 

Tr OG eri wered broducts on railway rates? 

That 1s the true picture. 

in Other words, the Impérial, as we pointed out to them 2 
good miany times, were not recognizing the new factor, the 
decreased cost of transportation? 

That is right. 

AS represented by their own delivery system in the products? 
that is right. 

MR, FRATLEY: | “ould it help if we out into the 
record at this place what those prices at Calgary, “dmonton 
and leetiock were berore the change on the sand of Juney 

WA. 7 DOTKING: It vou see Dit. 

MR. FRATLRY : at Calgary the price was 17 
Cente, 18 that correcu? 

Mat 18 rignt. 

At Edmonton, 19.5? 


That is right. 
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R. Ts Gilbert. 
And at Westlock, 21.87 
theo US irden te 
So that that is the distinction you want to call the 
Commissioners! attention to? 
Thawe1s Tight. 
And before the 2oend of June, 1968, it was Coutts plus the 
freight to Calgary or plus the freight to whichever point 
it went? 
I think what we want to point out there is, as an illustra- 
tion, there 1s @ different spread between Yestlock and 
hdmonton. lhere was a price change recently of 2.3. 
2.3? | 
it was reduced to a decimal point. 
It wag reduced to 8/10, because they wont on a strictly 
Calgary plus basis? 
MR. PLOTK IMS : They idid not even do justi wean, 
did they? 
In that way they distributed out of sdmonton. 
They distributed out of Hdmonton by truch? 
MR. FPRAWVLBY: The gasoline did not actually 
move by tank car to ‘estlock? 
Tieyeset their price On the rail rate and deliveren ay 
truck. 
MR. PLOMCINS: | We are not telkine of the 
Imperial only, when you sey they redistributed these ou, 
of Edmonton, but all the major companies did it? 
ress . 
Thev either delivered by truck themselves or they bonussed, 
or they paid cartage allowance to their agents? 


No, nott at Westlock. at Westlock tre agent had a truck of 
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Re dls fei Oeri. 
hig own and he came into iidmonton and he got nis products. 
And did they give him 8/10 of a cent, or what did they 
pay him? 
That was what he was getting, 2.3. 
Up unail June Aleatme. lmperial OL] agent, owing ie om 
truck, came into the Ldmonton warehouse of the Imperial 
endive (operialwave Dim tne price at his point, Vestiock. 
es bee Loh, 
And said "Here is 2.3 cartage allowance"? 
Theat. Ss, cient... 
Now, after-June 22nd, did the Imperial continue that 
system of allowing the agent to come into Edmonton? 
eee 
Well,.did they just reduce their cartage allowance 
to. O/10) of acemt? 
ie ter os. Wostlock, ws oannoinspecak’ from experience’. 
I do not know just what they were allowing the agent there. 
But I do know what they were doing in Kingman and the 
Round Hill country. 
Well,.give.us,a typical, point? 
Kingman and Round Hill is somewhere between 40 and 50 
miles out of #dmonton and the major company tank waggon, 
vased on freight, is 1/10 of a cent higher than 
-“dmonton. In other words, it is based on tank car 
Shipment from Calgary but, to the agent operating at 
that point; im order to get his. product from Calgary 
he has to get it from Edmonton. 
You mean that he was not receiving any tank car . shipments» 
but he was obtaining them, using his own truck and going ; 


into Edmonton and getting, deliveries? 
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Ree Gri) Destine 
(G8. ACCOTCiNe tor the rail difienentiial or the price 
differential he should receive 1/10 of a cent per gallon . 
In other words, that is whet he can sell these products for 
ever Edmonton. But they bonussed him to the extent of 
1% cents cartage allowance. 
They do honus him. They had to pay hima sufficient rate 
to take care of his costs? 
Cur contention is if they are going to operate on a truck 
basis they should operate on a truck basis. But they 
are welling on 2 rail basis end ne is operating OfnvasirwecEr 
basis. 
ADGeUnewW ere. in order To ‘compete, they are jw yin 
extra trucking allowance of what? 
14 cents. 
Bie reallroad rate to Rinsman 1s not sreater than ie 
Edmonton cost, 1/10 of a cent? 
That is the railway difference, 1/10 of a cent. So the 
effect of that practice, so far as the Imperial was 
Concerned, was to absorb the cent.and @ hall extra cost, 
and practically eliminated ws from, that territory. 
Now, was not that practice followed by the other companies? 


yes. 


ana the margin permitted them to carry on that practice? 


(Page 12,561 follows. ) 
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Let us get aown to that, so what you say is with a 


condition Like that---- 


gille PRAWLEY: Where is the subsidiary. 
wite PLOTKINS: Associate or affiliate. 
wie BRAWLEY: Of what? 

WITNESS; Of the Imperial Oil. 


Of the Imperial Oil or any other company? 

THH CHA THEAN: Ali right, the supsida= 
lary is the Highway. 

Mie FLOUEINS: The Highway we contend is 
one of the Imperial subsidiaries or of the Standard Oil 
of New Jersey, they claim they are independent but we do 
know the Maple Leaf is the subsidiary; we know that the 
Bell is a subsidiary of the British American and we know 
that the other major comnanies, because of the fact that 
the Imperial and the British American and other companies 
treat them as jo»vbers and allow them a good big spread, 


they are enuvled to do that, so what I want to bring out 


THs CHA Twa: What I do not understand, 
you take the Maple Leaf, I do not understand this, how 
does it advantage them to operate the tiaple Leaf unecon- 
omically, giving an allowance and doing ull these things 
necessary to get business away from the Lions Oils say, 
when it is a wholly owned subsidiary and they siust absorb 
that loss themselves in the end. 

lidte PLOTK INS ¢ True, but irs Chairman, it 
is very simple; in the oil business, it has been pro- 


pounded by sir. kockefeller in 1886 and the same procedure 
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is carried on today and it is sound, I do not dispute 
the conclusion, it is sound from a strictly economical 
viewpoint, if you take and apply science to everything 
the major oil companies do, it will stand the test but 
when you apply conscience with science-~-+=- 

THs Cis Thu: ALL I want to know if what 


is the reality. 


ihe PLOTIINS: That is what I am coming 
tOe 
TH CHATRuAN: The theory is well-known but 


what is the fact. 

Re PLOTEINS: ~L am coming to that. If the 
Standard Oil Company or its subsidiary, if the parent 

company can operate and control say 95%, 90%, 85% or 75%, 

it should predominate price, whatever they set for them=- 
selves, they will go back to the proper base of their 
figuration and they can operate with 90%, with the subd- 
Sidiaries keeping us in line so as to restrict the number 
of competitors to a minimum; in other words if we cannot 

make any money we are not going to grow, that is a cinch, 
because we have not the same facilities for getting capital,- 
ws have no facilities,-so we must create capital, so if we 
are held down to the organization of subsidiary companies 
that, attempting to follow their customary way, make and meet 
our conditions or better it, the result is that only a small 
proportion of the business is done by us and these subsidiary 
Companies at cut prices or wnat they consider cut prices and 
it orotects the major volume of the business am gives them 
the profit they look for; in other words they say the lesser 


evil is what we are going to choose. If we have to meet com- 
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petition let us meet it on its own ground and restrict 

that competition toes small a figure as possible. low 

that is the theory behind these subsidiary companies. 
MRe FRAWLEY; Why does the Imperial do 

all these things? 

wie ELON: uf. Gilbert has pointed 

out they cannot go out and have two agents in the same 

town and eech sell on ag different basis but the .iaple 

Leaf can sell on cur basis and the Imperial can keep 

its skirts clean by selling on its list, keeping to its 
list price. 

WITNESS: I think the excellent con- 
dition of the iiaple Leaf set-up there,-we grant that the 
Imperial has the ma jor portion of the gallonage,- tut one 
sompany has more gallonage than another vompuny, the tiaple 
Leaf set-up with the U. F. dA., they started out by erecting 
a bulk station and they gave them, they gave the agent the 
regular agents'® discount. 

MRe FRAWLEY: well they gave them a con- 
tract, a spread cf 33 sents? 

Well it actually boils down to this, then they gave the 
farner-a dividend, as the anise Veaf, they sould do that 
bu% supposing they were trying to do thet with the Imperial 
organization, every farmer would say "I want the same thing" 
anc. the general price will go down. 

Line -PRAWEGLS iet us be sensible about it, 
does the tiaple Leaf hand out any patronage dividends to 

the xarmers, the iuiaple Leaf Oil Company? 

Certainly not. 


But they make it possible, do they not, ur. Gilbert? 
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A They certainly do. 


G, If the U. #. sw. hed the same contract with the imperial 
Oil, Linited direct=--~ 

fi LL YOU WLLL go tO tne opposite, . belongs to the Ua hs 2s 
and when I go to then end say "Well what vill it getvF, 
they will say "You make a 6 cents dividend", the .:aple 
Leaf agent will make that statement? 

Q He flay Gake it but he is stating something which follows 
from that want's relationship with the U. Fe A.? 

‘A Certainly. 

q He is only speaking out of turn if you like to use that 
PA Lens io OF J GUT, £Or vie Ut fe oat 

A But here is the simple question, if this contract was be-~- 


tween the Ue F. A- and the Imperial Oil direct, the other 
farmer would say "If he gets it I will set it" and down 
would cone the price. 

THH CHAalhiial: as Ll understand it, ir. 
Frawley, as he is saying the real point is that the Imperial 
and the British American have a certain price in a town 
which they want to maintain. 

eke FRAWLAL: Yes. 

Tis CHATR.AN: They find soficone like the 


Lion Oils that is underaining their price in that town. 


une FRAWLEY: YeSe 
THE CHaATRAd: They do not change their 


prices with regurd to the b-« Ae and the Imperial, that is 
the price which they wish maintained but they send ijaple 
Leaf in to cut below Lion Oils. 

wite FRAWLEY: I understand that, iire 


Chairman, very clearly but I would like to follow that up. 
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THe CHAITH..AN; The tuaperial is maintain- 

ing its price and the sritish smerinman is doing the same. 
walle PRAWLEY: But IL was pursuing sonnet hing 
different, the U. F. A. » siaple Leaf situation. 

THR CHATIu: AN: Oh yes, but there we have 

the contract. 

WITN USS: I am not trying to comment 
on the contract or the deal but I am saying they are con- 
tracting on a different basis with one company than with 
another. 

ire FRAWLGY: The ..aple Leaf will come into 
a town and they will ciake special prices because you are 
there? 

That is right. 

Now I would like, very glad to have fully and concisely sup- 
port for that story because otherwise with great respect it 
does not help me very much for you to make these state- 
ments? 

Out of my head this morning I can only---- 

You gave us one because at Garbon yourdealer was taken 
away from ycu by the Bell? 

I want to go a sittle further than that. For instance 

when the competitive discount came in last year the 
Imperial said "That does not effect you because the agent 
must sell that to the farmer at that price before he can 
get the discount". In other words we will take the price 
in Calgary as the retail, the price of 14 cents and the 
competitive discount was a cent and a half, we saic "You 


are cutting the price a cent and a half to the dealer", 
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"Oh no, we are not going to effect your dealer to any 
extent". That was the story of th Imperial you see 

and we asked them why,"it is only a method to get back 
the direct farmer business", this is their story, the 
way it was put to us, and that dealer must pass that 
discount on to the farmer before he can get it; in other 
words he must show an invoice where he sold at that 
price before he will pve allowed that discount himself. 

Q I suppose that would be so? 

A There was no way that could effect your dealer because 
the dealer must sell on his local tank waggon. That was 
their story but the Bell is a subsidiary of the British 
American and it didn't work that way, they didn't estab- 
lish 2 price at Seiseker to take that as an illustration 
but they said "You came into us and we will give you a 
cent and a half off your net price", so they created a 
condition whereby the agent was buying at 103 cents and 
that effected our price immediately and at that time our 
prios was 118 and we lost a lot of business. On top of 
that the Imperial was limited to their own area to be 
served from their bulk stations but fester ia GQ id soa. 
I mean the Bell ugent at Wetaskiwin he was out of the 
competitive area and he cane into Calgary and could buy 
on the competitive price. 

Q ithe PLOTRKINS: It is a little complicated to 
explain now but I am preparing a brief on that, so that it 
can be digested by Dr. Frey and the Commission Counsel but 
I will come back now to truck distribution. What is your 


experience in connection with serving remote districts 
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through this systena, which is not now served by any 
company through the established orthodox siethod of 
handling petroleum products? 

I think we are dealing with quite a number of truck 
Gistribution agents that are serving many territories 
much cheaper than they could be served before. 

iou mean the Be A. agent or the lmperial egent would not 
gO out 2o miles into the wilds? 

rake the district Northwest of hinbey for instance, no 
agent would go in there unless he had a load, it would 
not pay to go in with two drums or four drums but in our 
Gase our agent may live right in the heart of chat com- 
munity and it is no extra effort and he is serving it 
better than the bulk station in Kkimbey. 

And making his living on cartage through timber or any= 
thing that he can get, to haul for a profit? 

le serve a large number of points that way. 

And does his costs compare favourably with the costs in 
every other district that is served with good roads? 
Yes, I believe it does. 

Or is served with the railway? 

Yes. 

So there is a venefit to the consumer in the remote dis-= 
tricts, that he can buy his products at a lesser price? 
Yes, through that method of distribution. 

THH CHATRAAN: Now you and iire siackenzie 
both seem to be claiming the honour of pioneers in this 
method of distribution, which has done much for the 
farmers in this country, what is the difference in your 


two systens? 
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mRe PLOTKINS: Well ir. Chairman, L 
Started out in 1921----- 
WITNESS; I think I can verify that 
statement better than anyDody else in the room, because 
I remember when we used to purchase from you in tank 
waggon deliveries and that was the first I saw in the 
Province. 
wiR e PLOTKINS: It i8 immaterial to me 
whether it was ourselves or iir. siacKenzie. 
THs CHATIGAN: Quite so but what is the 
differense in your methods. 
MRe PLOTIINS: Yes, there 1s a point of 
differense. 
TH CH Alig AN: dnd what is that. 

Q biRe PLOTKINS: Probably itr. Gilbert can 
give us that? 

b As I see it the cifference is that we work from distribu- 


tion points plus cartage und he works from established 
outlets. 

Q On the local tank waggon? 

J On the local tank waggon or the basis cf local tank waggon. 

Q In other words he is not disturbing the method of the 
Ma jor Companies? 

A No, his aethod is from one point to another point and ours 
is from one point. 

Cy Now coming back to this differential, is that only one way 
of effecting prices, just to. quote a lower prise to a dealer 
or are there other ways of giving a dealer a chanee to sell 


at reduced prices; you have again that instance at Kingman, 


Re ts Gilbert 


og Eto & 


can you elaborate that and show the effect of that cartage 
allowance? 

ra In that case it does not give you much, let me see, it 
gives about an extra cent and a half discount. 

Ci He has his commission of 2 cents? 

z .He has his commission of 2 cents on the price. 


a And then he has the cartage allowance? 


A Yess 

q So that gives him 43 cents? 

A 33 cents. 

a Now what position is our dealer in that town in? 

A Well in that particular town unless we did something to 


meet competition he woald have 1.6 of a total, commission 
and cartagee 
Ci Why? 


Because we are not in the habit of vonusing fcr cartage. 


L 


Q So that the net result would be that he could not go out 
and sleet competition? 

A In that case there we went to the extent, we gave him a 
half cent which we had taken up between Calgary and Edmonton, 
we passed on but he still would only have a total of 2el, 
where the other man has a total of deb. 

& And the man with the total of 5.6, what does he do with 

it usually? | 

A Usually pees out and he gives the farmer a cent a gallon. 

, So in every case whether it is a uajor company or whether 
it is an independent company, when they give an allowance 
to a dealer or an agent, whether it is called "cartage al- 


Lowance” or “cotwiission"” or “discount™ or any other nam, 
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whatever they gave it, it neans that it costs the agent 
Or dealer so much F. 0. Ba the point of delivery to him? 
Yes. 

And whatever excess over, a reasonable cartage allowance 
and a reasonable profit as he considers it, and his com- 
petition forces him to consider it, ne pusses on to the 
farner? 

That is right, he gives the farmer a discount. 

So that with the system of the Imperial Oil or any other 
major company operating on that basis, except with e few, 
a few minor exceptions, where they give their agents a 
chance to truck and that is only a Little exception, the 
agent is powerless to effect prices becuuse he only has 
his 2 cents or his 1 cent? 

Yese 

But the independent dealer or the wajor companies" sub- 
sidiary dealer, whether they cun make hin an allowance 

or show him a price F. O. B. the refinery or distribut- 
ing point, is in a position because he buys his goods, 

is in a position to pass on whatever he sees fit of that 
to the consumer in order to effeot business? 

And that is generally done. 

Yes, s0 that the competitive system under which the oil 
business is operated in salberta today it can be said 
truthfully that the major portion of it is on the company's 
basis, that is they fix their major company operations 

on a definite agency basis where the agent’ has no control 
over price? 

That is right. 


He cannot cut his cent commission because he cannot live? 
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Well I believe it is pretty generally known that he cuts. 
the 2 cents considerably. 

Yell he cannot cut it very much, can he? 

Well he can treat the large farmer as an undivided ac- 
count. 

Does he do that or does the company do that? 

Well that is a question. 

lune FPRAWLEY: The company does not because 
they did not. 

MRS oe PLOTKINS: .. Well we had the oase of your 
father who is a big farmer and has been buying for many 
years large quantities of petroleum products and you have 
been acting for him for a number of years, now what is 
your experience? 

Cur experience was that at any time we could go direct to 
the, Imperial Oil, office and, make a.deal? 

what kind of deal? 

At least 1 cent a gallon discount and lots of credit. [I 
do not remember whether that was handled through the local 
dealer but we knew we were dealing direct from Calgary. 
Your deal was dade direct with Calgary? 

Yes. 

So in that case the ugent still made his 2 cents? 

IL @annot say. I imagine it would handle out like the 
machine companies where & man comes in and he makes the 
deal with the head office, they would say "Instead of 
»150 commission you have only 100" and they really would 
say "We made this deal with this man and there is only 


1 cent commission to you", 


. 


> Agve oe Tae pone ulige 


$8 wns =a ph sos Ee a =) 
Se tse OL eT ee pais ‘aeons 


wl “gta. cab “i oie od 


; aa ne c 
es Saati oat ” 
eens ast Paya carte hae 
ae y oday Wp Aen Bt, tie". 
: > y' ae i #3 2 
Tee rian ae 
Seni ri This MLSE a FF rh ew Ns : ' 
ca . Foy ace toate $ ones ae 
et Staes eA ge ean a 
* fi <o 


ia as tents *d foes al ont sient: ee iit LLow 


se uettige 


id AO OR ee ee eee BEA ee ‘ 
2 pa el el ag ee nears fog cot awk ee ey % : ¥ 
len? of Yas ye? BHSaS 49-9 ae dogg Re, atl: weak 
Raibe pain caps “ a *f ; ret 
i CR? Peas). irdedd, Die. 
CAA a a ee ME Va Ee : 
i : oe oe oy at =H eARY ; avy 
7 ee a ha eeet ge Fie - ary = 4 
. . (> et aa eRe & bend 
Pe ce, ys F : 
ee) ee ST SASS SR) Dei tk Re yee bd 
: ' re : : . ; f 4 val s aera AD Sa» MEAS 11988 
npr Rat Th Ps cate “ 
te os eat a saw te ars Ea OTs he he ane Aes eee Tn Wer ' 
: 4040 Bite abet aie web oie mand wt 
ar ae 1a eT Sy ae i. pie per ge shia poe d 7 ‘ 
7 ga i Yio o tovdae Ss? db be? cee ated: ey 
of ob = ty 
z td at ocie a Srne pe TEE: ui . (orp 
we Rie 


pera” @ bE i OR sides oeed 


: 25 , 
eee | . % tater i be 


ad oe Ute ae af; PELE Bs AS ot oe Seve i 
| Lon 4 oo ow “Mahl Ute ee ae “in “inca pre aii 


Sires Sop asE , = | : < he che a se ie p rT - 2 - 
: a. ‘fugu chow Fee onl Vre te £4 iussal one . 


~ i 'e=, Wlw te obmeel taal 


aN ee Sch aets ceiyiy oes en: an 
7 Oa ay ee eae pw | 8 ie : e r 
aa er tiwitekd’-amLlsy: ositeo..k teeed, tah 
net ae ty os wea 
Pitey ninth! at ees in hed & oe “eo ; 
de ee cee 
, 


Mawes of: A | ing Shad biw:3 a ‘een teata - wenn @ Ott on 


ot se 


i wy J wt st TOOT TR leek tie “ogee veka ape Spat ne haan: 


Bee ae 


Shag a 


¥ th ie OR Lé beim 


ee dew , 7 a i ais Be “oy 
Rb perry st oe Shae = 
ea aie ie ee eteme F 

hAs be) waa ee Oe ave 


» OR Sint Bs eeu yo; sid 4 egy: pra ws rer ats 


EL oar) hae ae 


hy 


met kek 23 wb OL et te 


1 ag cia « er Y 


mre so age: LAS se a 


P emit BA b. ‘a ue dann: aes satiate oe 


5 aan vua “tke ‘eos cll 


Lapern F 
a4 


es 


any 
4 4 


” 
& 


I 


Re T. Gilbert ~ 12,578 - 


C4 

12 

Q Ard what is your experience? 

L\ Well I imagine the agent only gets 1 cent commission. 


So the company is able to control that business and 

give the larger dealer a lower price, I mean it can be- 

cause of this passing of that 1 cent to the agent? 

A That is right. 

Q So in that case the agent has no power to effect the 
prices? 

A No, if he didn't, if he wanted to, if he had a large 
consumer in the district and he thought it worth while he 
could give him a discount and he sometimes does. 

Q, But he cannot give more than what he is getting? 

A I know in the case of our dealers we have dealt direct 

with the head office of the Imperial Oil. 

Now in the case of the independent dealer trucking or 

getting the supplies from the refinery or some large dis- 

tributing point, they would have more than the é cents to 
work on, they would have---- 

They would have 2 cents over all. 

Q What? 

A I didn't quite get your question. 


In our case for instance the agent or the dealer has & 


é 
£ 


cents or a cent and a half and then he has his cartage; 
for instanee a dealer comes. into Calgary we sell him 13 
cents less 14? 

A Theat is right. 

Q nines <3 Le 

A Yese 

Q and he has the difference between the 114 and whitever 


the competitive tank waggon price is? 


un 


Yay jak 


bene re ee 


s tooatiee ay Glas Iq, eRout 


A eiteea SL 8 it 


wea)? . : 
‘ec S062" ex, ay dad y StF 43 ae 


aoe ae See = . 
. =) eee > ‘ _ 
i *hiqiqts sé ?<+8L..ceaQpecae 
_ > oe 
oD Si— ta ee Se OK 
Toe Sag & Peer oe a 
1 Flock Ses sideete ge. biccs 
ee ro 
=s. re 


ees = a a 
.+ are et ia cd ateo-.24 me he 
r = A Tia) Eve « 

arg 


© Xe To sede ggs wona J 


Sate Be het MENG GUI GE weit 


is els wo: Defoe. ade gateaey 


af Eigen Yat? Soko abhor: 
a wt? Sd tH iw, 2 SF: 420 ow 


: + +s? O - cued: Biagw yare, 
3 re Tog 


= 


“seat tonegtteg? widen ? ‘abet r 


~ 


7 
yee. Web Se Ui 


pi. 
ad ~e aa eo? eS < a a 
B93¢ tat erimac 80 ; 
hee ~~ 


= 


KR. Teo Gilbert 


- 12,573 - 

C4 

13 

A To work on. 

g In the particular district? 

Ji Yes. 

Q And that is always gore than a cent and = half? 

ra) Yes. Well not always, it depends how far he is going to 
gC; you mean the cartage is always a cent and a half? 

a) No, the total commission and the cartage? 

A Oh yes. 

Q Because he has the cent and a half plus the cartage? 

& Yes. 

Q 50 he is in a position not only to pass on the lower price 
that we have sold it to him at but he passes on any 
savings he can effect in the cost of distribution? 

A Yese 

Q In other words he does not keep that unless he sees fit to 


do so and conpeti -on of the Maple Leaf and other companies 
and other indep . dent companies, forces him to sell at the 
lowest possible price? 

rs) I think it is the other way around. I think tke fact that 
our agent can operate on a more economical basis and go out 
and give the farmer a Letter price and a better deal is the 
way the Maple Leaf and other companies are attacking us and 
bringing theixs down. 

Q But they can do the same thing? 

4 Yes, they are forced to do it. 

Q S80 there would not be any uwaple Leaf or there would not be 
any Bell if there was no independent companies to compete 
with? 


i Not in my opinion. 
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Q Now the question of lice es, can you tell us, you have 
done most of the negotiating direct with the Department 
in respect ot these truckers? 

A YESe 

a) Can you tell us your version of what the position is, 
the Lion Oil Company's position is, with respect to the 
licenses, as to the agents in general? 

é I think the original ergunent, the trouble we had, it 


used to be and I notice in our brief and everything else 

we continually speak of Healer". Now by "dealer" we do 

not wean the pump account as recognised by the aajor con- 
panies. We call a "deale»" the sian who buys and sells pet- 


roleum products. He is dealing as a dealer. 


tre BRAWLEY; Is there any distinction? 
hike PLOTKINS: Yes, because they have a 


dealer only at their pump. They have no other dealer and 

we have all kinds of dealers. 

It led to tlany arguments between ourselves and the depart- 
ment. They were looking at it from the majoxr companies' 
viewpoint. ivhat we call a dcaler they would not call it. 
That is why we changed our contract to read "agency contract". 
At thet time I believe the regulations were that a sian to 
sell gasoline to a farmer must huve a retail business. I 
remember making out an application, it used to say what type 
of outlet, I forget the exact wording but they used to list 
it as a truck, and they used to give the license of the 
truck. That was all that was required at that time and then 


I believe it was in 1936, was it not, that the new regulations 


came into effect. 
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a} the FRAWLEY: The new Licensing ¢ ct? 
The new zct, that is right, and there seemed to be some 
confusion about wholesale. It fe very confusing in the 
whole gasoline business because the fae who sells a drum 
of gasoline to the farmer, that is a question whether 
that 18 a retail sale or a wholesale sale. In the 
ordinary line of haeanets that would be retail, but in the 
gasoline business it is gailed a wholesale deal and it 
developed into « large number of our so-called dealers were 
then inforaied that they could not continue the business of 
dealing and selling in gasoline. In some causes the iiounted 
Police went around and checked up on them and we started 
Numerous arguments with the department. They said "This man 
is not an agent, he is not entitled to it". ‘ie said "He is 
our agent", and there is the background there. There is also 
the regulation tnat it was ugainst---- 
THis CHA TRiwN; With whom did you deal? 
hiostly tir. heitwen. 


Is he still with the departnent? 


£9 


y) tes. 

q Go on? 

a {nd there was elso, it was againsthe law to give a whole- 
sale discount to anybody but a licensel wholesaler and that 

is where we really were up against it, they would not give 

any of our dealers a license; in other words he was eliminated 
so far as we were concerned und at thut tiuae---- 

Why do you say thet, wr. Gilbert, that it was against the 

law to give him a discount? 


He was not a licensed wholesaler, it was right in the .cte 
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So hieve phe Act did not only deal with licensing of 
the dealers, it dealt with prices and discounts? 

That is right, and naturally they have refused a 
license and we gouldn't sell him on a wholesale basis 
and we lost that. At that tine it was practically, 


well I would say, between 60 and 70% uf our business. 


(Go to number 16,577 ) 
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Bc fT. Gilbert 
and we contended that we had the right to select our 
own agent and deal with him as we pleased the same as 
the Imperial Oil does. They put their bulk station up 
and nut in their own agent. That was their type of selling 
and our type of selling was to sell through what we might 
call a trucker agent. We finally, I think ifr. Plotkins 
after numeruus discussions in Hdmontcn, had it recognized 
that we had the right to license this man under our license. 
In other words, he was our agent, and thet is why we changed 
the name from dealer to agent, particularly in this year's 
contract. There was also the cuestion of the Fuel Oil Tax. 
The way it was before it was being paid twice. It was being 
paid on our sallonege and if this man had to have a license 
he was reperting his sales and he was paying. That was our 


contention that we should pay only once. 


MR. FRAWLEY: The tax was being paid twice? 
Tek. -PLOTKIMS < Yes, the gallonage tax. Under 


the Fuel Oil Licensing Act, there is a tax per gallon, apart 
from the road tax and apart from the one hundred and one other 


taxes, there was a charge for every gallon. 


Q MR. FRAWLEY: Mr. Gilbert justsaid the Fuel 


Ort’ Gax Bat. YOTHE re “is no tex? 


Are these licenses not set up under the Fuel Oil Licensing 


A 
Act? 
Q On, it is a license fee. There is no tax at. all? 
A Etels'a tax. 
& MREHPEOPTR IMS. It is on a gallonage basis. 


It is called a license fee? 


Tt is on @ gallonage basis, and it was afterwards granted 
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T. Gilbert 


that we could a-noint our agent and submit the reguler 
schedule and include him alone with our license and he 
would be endorsed upon our license. 7 understand that 

is the wey it is handled. He is our agent. But we report 
to the Lepertment the number of sales and so forth. 

Do you mean that we could, wes our om contention thet ¥e 
had the right tc set ovr own prices for our ow products 
and cdo with them whet we nleesed? 

A-parently they did not see it thet way. At the start of 


this season we thoucht it wes ail ironed out and ve submitted 


the schedule and our egents would be endorsed on our licenses, 
and so forth. But it is beirg prlayed with, and we have not 


received our wholesale list. They write beck sa 


that the Fire Commissioner has to go around and approve the 


outlet. 


Is it not the big trouble thet the Devartment insists on 


having us carry on our oil operations on the major companies' 


basis? 


MR. FRAWLEY: Oh, no. 


MR. PLOTKINS: Is not that just what the 
trouble is? If ve operate on the same basis as the imperial 


Tf we had bulk 


c 


there would be no cuestion of 4 license. 


stations and agents and the same method ag the major 


Ay bc} mel s 3 S 7} ) 
companies, the Department woule not make any trouble at eil' 


No. 
They would grant us the same kind of license. The trouble 
with the Department is they do not feel at the present time 


or they won't recognize our method of doing business? 


That is right. 
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tT. Gilbert 
MR. FRAWLEY: Oh. 
KBR. FLOTKINS: That is the one source 


of our trouble. It is not because we do not pay our taxes? 
No. 

It is not because they have any other trouble with us, 

it is because they are unable to reconcile our method of 
doing business with the orthodox method of doing business? 
Des PRAWLEY s Perhaps with the statutes and 
and the regulations. 

MR. PLOTKINS : Under theregulations, that is 
pretectiy the position. 

MR. FRAWLEY : Mr. Meiwen has not any 
grievance with your company. 

MR. PLOTKIMNS: The present Act does not 
permit of eny other type of operation than the major 
companies' basis of operation? 

Thay er teat. 

As interpreted by the officers of the Department. 
Therefore we are in continuous trouble? 

Poet) Le Tent. 

MR. FRAWLEY : You are still operating’? 

MR. PLOTKING : We refuse tO be put out. 

We have no license. We are criminals at the present time 
and we have been for several years. They only grant us 

the license the year after it is all over? 

“e are always one year behind. 

But ee collect the money. right on time? 

We have paid our taxes on the basis thet they demand. 


Yes? 
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Re T. Gilbert 
A In connection with this licensing, 
THE CHATRMAN : You get your license when 
the year has expired? 
MRe PLOTKIN: Yes. The trouble. is al) 


settled then because they do not want to know what they 
Went. Lo “d0% 
MR. FRAWLEY: Because it takes them thet 
long to understand what you are wanting to do. 
TERS vy LEC Ll S Possibly. 

Q In connection with this license, do you recall Mr. Gilbert 


that there was an attempt through the Highway Traffic Act 


to regulate transportation of gasoline in drums, or lubricat- 


ing oils and greases? 


A I remember it in a general way. 
Q What was the effect of that regulation? 
A Apparently it raised so much resentment that it was withdrawn. 
Q Yes, but what did they try to do there? 
THE CHATRMAN ; Weren't you working out a 
brief on this? 
A Yes, I am, but I just wanted to cover it from someone else's 


viewpoint. 
A I am pretty hazy on that. 
PRAY LEY : You can join Mr. Gilbert's 


MR. 


vierpoint in this submission >f yours. 


MK. PLOTRINS: Yes, I will do that. 
Q So thet in your opinion, based on your conversation with 


Mr. MeEwen, the only reason they refused to recognise our 


dealers or agents, whatever you may call them, as cartage 


men, were they would have to be licensed because we have 
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to give them an allowance in the form of a commission? 

Yes. If they cene in and got 4 drum of sas and paid the 
list price, there would be no license necessary. 

The trouble is we have to hely them with the commissions 

s9 as to make it possible for them to become loyal repres- 
entatives of our comnany? 

Tietele sien cy 

At that point, do you recall the trouble we hed when we had 
cartage agents, three or four or five in the one district 
handling our product and the complaints we received from 
farmers as to substitution? 

Les. oad va LOU Os Complaints. 


Little information on that. Because thet is 


EU) 


Give us é 
one of the things that led us to more or less adopt the 
viewpoint of the Department and only appoint one man? 

Ye have always made White ¢eas of a high quality. That has 


been our major product from the refinery. ‘Ve have really 


pushed it and boosted it and it has been a good product 


and it has been admitted in the market by everybody. e had 


eloteor trouble an 1250.) There ere e.iot of cheap gases, 


well, I won't say cheap, but lower-priced White products 
came on the market. It was a blending of kerosene and 
casing head and so on, a 550-end point structure, and 

so forth. An agent could take an order from a farme_, 


take an order to brine him say five druss of Lion White. 


He coulda buy those lower-priced products and mke 2 to 2s¢ 


Wwe 


a gallon more profit by buying somebody else's product and 


substituting it for our product. 


MR. FRAWLEY: Tt would be pretty hard 


indtentzieen o 10 (Ot-0ed2 “ eohavolts ne wed’. otis. a 


err 


ree tees eo = Dene wee _ 


ont tin. ty ces Le cub o ‘fee bas fl sate ‘ten? “et ae A 


ce 5 Sener t ae es aircor exe “,uoltq godt _ 
s: ye Pipl th eet) 
fee es Se hers + : : ; roo PF. = an 
ee os noe-9 y uth iF elie | Or. la cea ills, sidijors ef™* Z - 


idasotkn ioral ouetd Of east bee orl tenes te 6am Gf>ne oe _ 


es rane ee oie win i ‘ ‘ id _ - 
. ones ; - % 
7 fxrasons iG te a avty Iné 
5 Bs OR 5 ae -. 
€ tet peu tion e 
yr Ot ae ee a aa 7 E by 
dees, AAO " ae Bed ; .) fe, 3 aes foutT 
: ee ee ao ee ee 
anita) OE a =o = + oe Kai $05 7 
SF int LLORRI voy ob. rier gant th - 
or, mea 
oo o 0's t= 
j a i Viner 2¢. setay’ -etAeud ONG, tho 
3 c of 
e 
a 2 iD Wt , ‘oe ed Ler Oss 
a. 
é + jp Pe 
ead nla f c 1 Be yday:s 
~ i % i it = 
Cf ell F 
' 06 473 | 2 1» “of. 9 | 
; 7 ? ra > - t<4 r os ’ 
iv e Gee Boy TZ. Ses 7. SS) eh OVA 
eo 7 ee “- or 
, bol Jeut sranidé  etf ta end 
* = i. 7 al ie at = a - 
S. I teAlsaices, se 1S wi re hy 
“f i Plex: Pe 
. ak - ae ae 3 jatzy * ca ca | 4 es ight 6 a 
c 2 | i 
sagt eaee > ort 
— L as on aie oe a, 
ates oboe Sober 1g6 Ase 
Sine ; BG? ain i . oat 


<' 


big tt Recenod- Bae 3) Sedaug S| 
Dogs Liab. wowed ‘Hel be brs 
HERE ob, aivent a Sak 

{U8 aPO9 eat noe L- vide 


w e (eastas. ae 


os 
a : 
* a 
— - 
- 


%- ; 
a ‘ = 


y* a 


ELT =» E75 . ha 


= . = = oie Sh - : in 
‘ = - - a 
. jit foe te aceboy! 49q..uld Qedyd -o% 4 
— ed ) IS isiacatras 7 ges an or : 
a as Soe ee o SAE : | 
at ae ae . 


Ry 


be 


> 


fe 


A 


ey nee 


T. Gilbert : 


to stop thet? 

It was if you dealt with every trucker in the district. 
One reason we were forced to come to one representetive 
in the district is if you get a trucker handling these 
products, all your products and it is worth his while 
not to leave and we also give him a discount to help tie 
him to us. In other words, he kas sales discount. 

MR. FRAVLEY ? He was buying and selling. 
This man who came. in with his truck.....see0? 


We. FPLOTKEIMS: No, he was not buying and 


ee 


selling... He was.buying on an actual order from the farmer. 
Yes. 

There isi enother thing thet will prove that. Is iG mot 
necessary for a farmer to buy gasoline from ws, according 
to the Government regulations, is it not a condition 
precedent that he must have an order end a coupon? 

That is right. 

So that the dealer or cartage agent Cannot buy for a farmer 
unless he has received an order and 4 coupon? 

I think that can be broadened a little bit. I may be a 
trucker in a district and I may know that my customer, 

John Jones, will want say five drums of gasoline at a 
certain time. It is not necessary for me to go to him 

and get his cuupons. 

Why? 

I am not goine to make that extra trip if I can avoid 
doing it. 

But how are you going to produce the coupons? 


He would probably pay the tax ond aollect the coupons after. 
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But what is the general situation? 

The general situation is to collect the coupons and 
get the farmer&S drums and come in and »surchase it. 

Is it not usual for the farmer to come in and say "Go 
to such and such a company and here is the coupons and 
here is, the, cash and here.is the drums, and go in and 
buy for me so and so?" 

HOS, (thet lsinieht. 

That is 994% of these cases? 

Yes. 

So we have a distinct connection between that farmer 
and our cumpany of supplied and supplicr? 

Yes. 

The man in between is only a cartage agent? 

Yes. 

And the only reason we give him an extra commission is 
because of campetitive conditions? 

That is right. 

That intervene and have forced us to meke it possible 
Gor Naa BOD: whey 

4OS% 

And continue to handle our product? 

If we are going to keep in business, it is necessary 
POT Us tO dG Viet. 


TH. CHATPALAN + What about your drums? 


dy 


You do not supply drums? 


No,.we.do not supply drums. Je sell drums. 


Tor cash? 


With our representative agents, who have a fair gallonage, 
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we sell the drums on 20% cesh and the balance at 5¢ 
a fcalion. 
MR. PLOTKINS: But to the farmers? 


To the farmers? They pay cash. We do not finance drums 
to farmers at all. 

TH™ CHATRMAN: You do not have to bother 
with this free delivery from distributicn points? 

»€ do not deliver eny ourselves except through the 


established outlets. Our prices are based or a come-and- 


You are not faced with the burden of free delivery or 
the burden of the loss incident to sending out drums o0 


farmers? 


We are not burdened with the actual operation, but we are 


ae 


burdened with meeting that Opposition. 


MR. COMMISSIONER LIPSETT: Your transportetion charze 
really covers delivery to the fermers house, I suppose? 
~e make no charge for transportation. Our price is basis 
Calgary at a certain price. 


I know, but your traffic transportetion charge from Calgary 


includes delivery to the farmer's house? 
Yes, he is usually located ir such......2 You see, our 


dealer, we do not claim he will take in a whole area, but 


7 


he may’ live in’the midst of we will say 15 or 20 fai.:ers 


who are his customers and he is enabled to live right there, 


and ke can give them the service thet is cnarged in the price? 


whatever charge he makes. ‘e do not control that at all. 


Conditions control it. 
ur. Gilbert, I think it is 


MR. FRAWLEY: 
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R. T. Gilbert 


important for the Commission to know whether -or not thie. 
trucker buys the gasoline on not. TI am not concerned with 
whether Mr. McSwen in Edmonton thinks he does or HoL., (Dag 
thet this Commission mey know whether he does. Thet is ree Ye 
What are the mechanics of the transaction? The trucker 
comes to your refinery and buys a quantity of Liun Uhite 

om he takes physical possession of a quantity of Liun White 
in a big tank truck or in a bunch of émpty barrels on a 
stake truck. What is the money transtiction between you? 
his PLOTTING $ It i8 not so simple as that, 
What actually hanpens is, when the dealer comes in he doses 


not gc into the office and throw down the coupons. You know 


=e 


that the clerk asks him whet he wants and for whom? 

Yess 

and whe clerk makes out the voucher direct to the Tarmer? 
No. That has been our procedure all the time, but you take 
for instance Edmonton, we may Ite ve 12 or 15 trucks come in 
at the one time and for the matter of convenience we have 
been making the one invoice to cover the whole delivery. 
That is just a matter of quicker deliveries to trucks, and 
getting them out faster. Our practice has been to make out 
the invoice direct to the farmer and that vould be our 


practice at the present time if it was not for the amount 


of time it takes. 
MR. FRAWLEY: That is the practice? 
Mas PLOTKING : Lur »vractice has been to make 


the invoice direct tu the farmer because we do not want the 


farmer to receive an indirect invoice and make it possible 
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for the trucker to substitute products? 

That is the statement generally except in these rush times 
when they might be at our nlace for two hours masking out 
copies. 

I iknow it is troublesome and I know it causes a lot of 
dissatisfaction, but nevertheless, that is the instructions? 
That is the instructions, yes. 

But you find thet our managers of these stations depart from 
then for convenience'ts sake? 

Theat 1s the only reason. 

But I have always insisted and the management has always 
Piereven=10r Various Teasons, "spare from” tvaxes, that we gear 
or thet°-we cover each sale direct to the farmer. vith a 
personal invoive? 

yes. 

Now is it not e fact that the cartage man goes in and throws 
down a ticket for John Jones and so much money and he says 
"Tiwent a drum of Lion White for Jonmn Jones," and’ ov “elerk 
puts down John Jones and whatever is shown on the coupon, 
and tne coupon “number to justiry the collection of only ig 
instead of 7¢ tax? 

That is right. 

And the cartage man delivers the money that presumably was 
paid. Woy, .onn, .iones? 

Yes. 

for the drum of Lion vihites 


Yes. 


And the carteage man goes back and delivers that drum. 


But vhat wes the property of the farmer? 


" : -— 3 1" 


; , = =p Y _ ; 
ie Ne Aye ot r : “i - 7 
Sas ey THe init ae ite ie - i 
; .f - 7 ee ue. Ps | of ae 
Sf tieetwdaierate eure tL te ater 


Lavhieabates yam Gems 


 BelO he: 


be ET Aa os +k Won: 
[20k a be ghee aed bf 


oa ay Pare | 


oe 


Twa 


Dee 
my 


be 
: 


p26n Ti wi wer © Qo 
© : = o% 7 
SWORE G AWHT - 
) 
To Uh je Ew qn 


; ofteh ij Hite teh, eat 


‘nomad: phan a 


a 


Re 2. Gilbert 


THE CHAIRMAN: 
farmer? 
PLOTRINS? 
FRAV LEY : 
is a fact. In most cases what 
~«@ have no way of knowing. As 
property. 

Mike PLC Ss 

have hundreds of drums? 


No. 


He would have to get the drums 


HE CHAIRMAN : 
or a British American drum. 


MR. PLOTKINS: 


subject, it is no use going 


Lope be Iw 


You say the property af 


Yes, the drum” is. 


Now let us sée if that 
18 the situation? 


@ general it is the farmer's 


The cartage man would not 


from the farmer? 
It may be an Imperial 


No, Your Lordship, on that 


The Imperial 


Says that is our drur,” Dut they Mave no proof that 1% 1s, 


THE CHAIR AN: 


name being on it does 


we have our name on them, but 


not mean anything. 


Because they have sold some? 
They have sold some and their 
Vhen we sell drums 


they are still the other mm's 


drums because he has naid for them? 


I think I can answer Mr. Frawley's question. 


Where our 


company had 250 agents in the past, to my knowledge ‘he 


invoices are made direct to the farmer. 


But I was confusing 


it with the 236 other agents who ere dealing in consignment 


stock and that is a little bit different story. The average 


trucking agent, he comes in and buys that way, I think, 


and to the best of my knowledge practically all of these 
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i. Gilbert 


invoices would be direct to the former. 

Is not another reason why the agent insists on having 

the ticket made out to the farmer is so as to save any 
trouble with the police or with the Denartment? 

I camnot say why they do that, but it would seem reasonable. 
fs itnot your experience that the nolice and the Department 
continuously bother these truckers? 

Yes,;.they co that. 

Continuously? 

Yes. 

so that they are trying to figure out ways and means of 

not gettime~into trouble? 

Unete a8) Pients 

And the way to do that is just to buy for the farmer 

and they take and make the invoice direct to the farmer? 

Tes. 

And charge a straight cartage allowance? 

THI CHAT RMAN ¢ Where, in order to save time, 
you are invoicing the other way, how do you work it out? 

What is the mechanics of that? 

How do you mean? 

ell you say that sometimes where they are pressed, with a 
lot of trucks in at once, they do not meke out these 
invoices to the faimer. Who do they make them out to? 
They make then out to the dealer, 

And wiat do you do about these coupons? 

Vie accent them as dealer coupons. 


' ? 
And they are accented as that by the Government: 


MR. PRAVLEY * They are what? 
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accented as dealer coupons. 

Mins PLOTK ING: What we do, or what the 
MENBeer OF Ue iste UIOIOesS . cs chou 

The same as the coupons the major company agent turns in 
for his buik station, he would turn them in to cover certain 
sales. 

MR. PLOTEIMS : In that connection, every 
sale can be traced through the coupon? 

Yes. 

oo that even though it igs invoiced to the agent or to the 
dealer in our case, the Department having the number of the 
coupon coulc trace directly the sale to the farmer? 

Yes. {donot know the actual office routine of handling 
GOuponss haw 1S Out “rT My Line entirely. 

You do know that every sale they must have e coupon or pay 
the %¢ tax? 

Absolutely. 

So there would be a definite possibility on the part of 

the inspector or the Licensing Act Department to trace 
every shipment? 

They do do that. Mr. Anpleton checks our sales all the time 
and he is anparently satisfied they are open and above board. 
THE CHATRIAN: You act as jobber fcr the 
Texaco in cornection with some of their products, don't you? 
Mia teks rien. 

I suppose you would be »repared to answer upon a discussion 
of jobbers? 

MR. FLOTHINS: Yes. 

(At this stage the Hearing was adjourned until 9:00 a. m. 
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EXHIBIT 547 
Finaneial information, Canadian Oil 
Companies Limited as requested by 
Oil Commission on Petroleum Industry, 
Provimce Ol Alherte, presented by 
DRS WTS SS VOW Kiveincstaciels oe 40 «60 6 ene 


EXHIBIT 547 (A) 
Statement showing sales in the 
Provinee of Alberta of Canadian Oil 


Companies Limited, presented ye the 


witness Toe 27, ae en Be GOs 8) (64 8.10. Oo 9) c7 19, 


BAHT TD) b4% (B) 
Statement Canadian Oil Companies 
Gallonage White Goods, Trend by 
Month, L938: presented by the 


witness Tew. Ree CP et Rey kh As al esa x ote 


EXHIBIT 548 
~ Statement showing new and old tank 
waggon prices, Canadian Oil 
Companies Limited, presented by the 
WoO S wel CNet ete Wis abe e o Se Ne ee: 


EXHIBIT 549 
Schedule of Imperial Oil Company's 
new posted tank waggon prices, 
efrective July 24, 1969, showing 
allowances where effective and net 
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EXHIBIT 550 _ 
“Balance Sheet, Profit and Loss 
Account and Surplus Account, 1938, 
Canadian Oil Companies Limited, 


presented by the witness, Tews... 035. 
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iiRe FRAWLEY: Well hire Chairman, there 
may have been a little misunderstanding, which will not 
be unwelcome at all. Mr. Plotkins, I told him yester- 
day afternoon that the Canadian Oil Companies people 
were here from Toronto and esked him if he would help 
to get them away quickly and he said he would be very 
glad to do soe fT did not mean that he would not be 
here at all this morning to go on, I meant that he could 
coms and perhaps get through early enough so that we 
could finish with them this morning but he has taken me 
Literaliy and he has interrupted his evidence in order 
that we may accommodate the Canadian people who are 


here, sO IT will cauil them now. 


CLARENCE HirBeat TEW, hav- 
ing been first duly sworn, examined by Mre Frawley said; 
Mr. Tew, yau live in Toronto? 

Yes. 

You are an official of the Canadian Oil Companies, Ltd.? 
That is correc’. 

In what capacity? 

E am employed as the auditor of the Head Office and en- 

gaged in any work of special nature that is required. 

You are prepared to present tc the Commission some 
financial information with regard to the company's af- 
fairs for the year i968? 

That is right, iirs Frawley. We have not prepared a 
brief. We have just submitted to you the presentation 
of this with the schedules requested. We have not gone 


to the trouble of preparing a brief but we thought per=- 
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haps we could forego that. We are represented here by 

Mr. Beamish, the sianager for ‘jestern Canada and iir. 
Ciley, the Supervisor for this Province. 

You tean from that that you will be able to answer any 

questions which we may ask? 

We think so. 

Probably merely for convenience sake later you might 

yourself, just to supplement your evidence with some 

sort of memorandum covering what you have said in state- 

faent form, for the convenience of the Commission? 

I will be pleased to do that. 

Then, bir. Tew, what Ll would like to héve you file is 

the financial informetion of your company, something in 

the nature cf a balance sheet for the year 1938 and a 

profit and loss statement showing the company's assets 

in the Province of Alberta and the profit or loss on 

your operations in 1948 but perhaps before that it might 

be well that you give a brief outline of the history of 

your company, how long you have been operating in the 

Province and what the nature of your operation is, where 

you refine your products and the scope of your operation, 

the products in which you deal and where they come fron 

and the extent of your outlets ond something of that 

sort in a general way which can be developed vy yourself? 

I will be pleased to do that. The original statement 

you have there, iire Frawley, and I have a copy of it. 

How many have you got of these? 

I just have the duplicate in the complete state. 

wRe FRAWLEY: It would be well to file 


this and mark it, and we had better have copies made 
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either by the company or by myself. 
(STATHUGNT PRODUCED BY WIT- 
NESS Hekat wARKED AS HXHIBIT 
WHat"), 
wRe FRaAWLEY: This ure Chairman, is en- 
titled "Canadian Oil Companies, Limited, information as 
requested by Royal Commission on Petroleum Industry, 
Province of Alberta", it was prepared in answer to a sort 
of questionnaire by myself which was drawn up with the 
idea of obtaining the high~lights of the company's op- 
erations in this Province for us to use this as a basis, 


iT oS 


if you like wr. Tew? 
THE CHATREAN: Let us first hear what the 
company is, where it operates ana what it does. 
Canadian Oil Companies, Limited, have marketed motor fuels, 
Lubricating oils and greases in the Province of jlberta 
since the year 19908. Such products have been marketed 
under the well-known brand naslies of white Rose Gasolines 
and Lnarco botor Oils and Greases. 
wAidOR LIPSETT: It is gasolines only that 
you buy in slherta? 
and the white gcods, kerosene and so one 

We operate only one re- 
finery, situated Petrolia, Ontario, and as it is not 
practical nor economical to bring motor fuels into ilberta 
from that point, we buy these products in the Province of 
gilberte. As 1or Lubricating oils, greases and other pet- 
roleum products. we sell only our own products of product- 
ion which are manufactured at Petrolia, Ontario. 

The company's marketing 


facilities and organization in this Province is made up as 
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follows: 

An office in Calgary under the late management of 
Mr. W.- C. Stirling, recently deceased. <An office staff 
comprised of eight employees. <A staff of five salesmen. 
Warehouses and storage facilities at the following 
points: 
THE CHAIRMAN: How large a refinery is 
that at Petrolia? 
How large? 
1e87 
Lt has @ Gapacity of 6,000 barrels per day.” It is equip- 
ped with a cracking, a topping and cracking plant I 
Should say besides the gasoline of course, it is fully 
equipped to manufacture all products of petroleum right 
down to oils and preases, wax, candles and petroleum 
coke.» 
The oils and greases which you sell in the West, are they 
fenieseneee in Petrolia? 
That is correct. 
You do not import anything from the United States? 
We import what we call bright stock and the oils for the 
purposes of blending these Pennaylvania's at our plant, 
which must be purchsed in Pennsylvania in order to ob-= 
tain the insignia of the Pennsylvania association, that 
is marketed under the name of our Penn HKnarec, Penn Oil. 

A summary of the physical 

equipment and personnel employed in Alberta is as fol- 
Lows: Office buildings, one situated in Calgary; main 
stations three, namely Hdmonton, Calgary and Lethbridge; 
bulk agencies 8; warehouse agencies 1; company owned 


service stations, land cwned 3; company owned service 
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stations land leased, none; service stations, third- 
party leases 20; company owned trucks 9; number of 
steel barrels in Alberta, approximately 10,575; manage~ 
ment cne; office staff 8; salesmen and supervisors 6; 
auditors none; other salaried employees 9.That infor- 
MayLonaayabudecember Gist, 193s. 

Again at December dist, 
1948 the warehouses and storage facilities were at the 
following points: Calgary, number cf storage tanks 8, 
with a capacity of 85,276 gallons; Lethbridge 5; Blair- 
more 4; Hdmonton 6; Camrose 5; Red Deer 5; Didsbury 4; 
Stavely 46; Vulcan 4; Vegreville 4; Viking 3: they heave a 
total storage capacity of 457,945 gallons, that is at 
December Slst, 1948. We might file a statement of sales 
as to total cnly»~ It might be interesting if I read the 
seles by products for the year 1938: White Rose Gasoline 
18,720 gallons; Ethyl Gasoline 262,326 gallons; White 
Rose No-Kknock Gasoline 1,098,196 gallons and No-Brand 
Gasoline 574,189 gallons; Turner Valley 111,084 gallons, 
making the total gallons sold for the year 1958, 
2,064,465 galions. 

Kercsene amounted to 
90,966 gallons; Distillate and Fuel O11 202,280. gallons; 
Hnarco Motcr 01190,765 gallons; Hnarco Fenn Motor Oil 
4,192 gallons; National Motor Oil 27,056 gallcns; Lub- 
riceating Oil 7,508 gellons; Black Beauty Axle Grease 
20,200 pounds; Transmission and Gear Lubricants 94,284 
pounds; Pressure Grn Grease andChassis Lubricants 149,977 lbs 
other miscellaneous greases 25,952 pounds; Wex and 


candles 24,012 pounds, making a total gallonage of sales 


abivise pomea chesadl acs aioe 
= 


ee 
= a i= : . oi = 2 eee edhe Pah eee te 
rs w. of rt .-ae t .§4 — = : Aad ¥ le a ce ; — Agere 7 Z f - 
i Pees Ps % 2 Ars SR ot Pet ad He AP = a Az u 
bask dy, a = = s oy 4. he J rv “Y=. Dez. ws a 4294 85 / i 
-* - - ee sn 2 < > chy, 
= 4, <i ol Precinct. oe = : » a i ° - 
: - 5 ve" ; : ——— ear 6 ' ie . _ a = 
ehh 2EMaL OL yt arenieeees yapeadiy Gt eZagied feese 
7 al 
: = - = . * 235 . ieee oe 
S . are i-<e ay a 7 i - 2 = ee ae a. =. 2 i pa in 
ae ee ee ee ee Pw, eoraky = eps 4 ). *easte 5 bs Cc - ft (tic AN - 
i a 4 , : ha dd ; ' , 
=A es ; : Cf ia), fee tee ete nee ao a 
ois % “a5 : 3 Sa ae aS nee an eae | ae Ee 
yoave? tot OD ody at ee Set eal se Lae ot : 
ew ig a ae e 
a ae ea . a . gael Finks. i” 
“4 ‘ a3 io. a Sekt 
a ete ee ee oe 
> a * 
- i 3 of = z ss , af ial ag a : _ che 
a = va 8 ae, or * Nae = 
5 ice abe Pe = rap Pa . . a ue =e} 
= « rs at ~ 
r- a 
2 a ee a Pe a = 
a ~~ 3 pet Go ee 5 hy Boel eh “RR 
ge 
s o Ao ; 
Es plage Be ex a ne ag ee eet 
ne a . Beth 1 >) ia Sid 4 
vd ze = a Z A . 
_ ~ : : PT ek oe eee | ee 
- a 7 F < » 4 ; 
oe a i # 
4 re : . ee pe o -ey. ie > my gto 
fee ri > _ ; et. Oy ) ba 
q 
7 : : € 7 aoe ae oS 2 A 
2 irs Bi eat - * a a ee 5 
’ 
5 6 F ng elgg, 
ee ‘ r = a ore : ™ “oe Ta 
Ss US eee See tice ge 
pnt Ss ‘ S } iz 4 74) 
< = Sa as Pa es 
be £. -—< - . , - 
aoe oe So > Ses ron wee Fs Pes ne gee! 
‘ a rah -— wt ; "i 
. _ a Ay 
eos ee eh SAR a re a a ‘ 
= 7 > ¢ * 
. 2 C a ee 
er = > : * ge. .4.¢* S= ares ae 
een 5 . : Te Oe ad ei we bo © ese py? 
a he Sa ee tii : i 


hud 
. 
i] 
° 
eee 
an 
euey 
Kum 
ie 
=i] 


, 
Peon ae. a es 


ee gi ids see we oka eo mee Be ¥: ite 
a ~ 2-2 22% te > 4 <9. =7 f +b 
aS os Ay bia oi 
oy eles hehe < ed eee = Sune ts ae 
- - ‘= a al ro ~s ai fa | af am near ee hasta ’ 


oo a, . 
Ea te ea 
, i. oe fa cy Py) ig ai 


silks 


fi 


4 


ai 


5) 


as 


@ 


b 


Tew 
coisa bea he) 6 


in the Province of Alberta in 1988, 2,486,576 gallons 
and pounds a total of 614,425. 

What was thet total egain please? 

2,480,573 gallons. 

Heve you the sales value for each of those products or 
just the quantities? 

Just the quantities. 

What is the next thing you have? 

The next schedule there 1s a break-down or trend of 
these white goods by month and by percentages. 

Oh yes, I see what you are doing now. You are refer- 
ring to the questionnaire which I sent you quite re- 
cently? 

Well actually that questionneire followed, the first 
two questions, along the same manner that we had pre- 
viously submitted but these were the only two which 
were duplicated. 

Now you are going te give us the seasonable trend of 
white products? 

We will be pleased to do that, do you care for it by 
gallons or just by percent. 

By gallons and by percent, if you have both? 

Yes I havee The month of Januery, this is the gallonage 
of white gcods by month, January 93,778 or 4.05%; 
February 75,743 gallons or 3.27%; March 129,918 gallons 
or 5.61%; April 203,857 gallons or 8.80%; May 260,112 
hE ae ceees 11.23%; June 216,647 gallons or 9.35%; July 
209,405 gallons or 9.04%; August 223,672 gallons or 
9.66%; September 338,483 gallons or 14.6246; October 


256,909 gellons or 11.09%; November 170,482 gallons or 
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7.56%; December 136,979 gallons or 5.92%. 

MR. FRAWLEY: We might mark each one of 
these as EXhibits, Mr. Chairman. It occurred to me if 
Mr. Tew compiled all of this informetion in the folder 
and marked it as one exhibit? 

It would be necessary only to insert these two state- 


ments into that folder which you already have, Mr. 


Frawley. 
THE CHAIRMAN: IM TOME eh Datia B47." « 
MRe FRAWLEY: Are those the only two 


instances you are going to depart from the folder which 
you gave me some time ago? 
That is correct and these two were requested. 
In the recent correspondence? 
Yes, which enlarges upon the statements which we have. 
THE CHAIRMAN: That will be Exhibit "547" 
A.and .B then. 
(STATEMENT SHOWING SaLES IN 
THE PROVINCE OF ALBERTS 
PRODUCED BY THE WITNESS 


HERE MARKED 25 EXHIBIT 
U5aVN fA) 


(STATEMENT CANADIAN OIL COlM- 
PANIES, GALLONAGE WHITE 
GOODS, TREND BY MONTH 1938, 
HERE MARKED AS HXHIBIT 
w547" (B). 

Yes, you might enlarge upon that? 

THE CHAIRMAN : Which statement is which? 

MR. FRAWLEY: You call the first "Sales 


from Province of djlberta™. 


WITNESS : That is sales in the Prov- 
ince. 
MR. FRAWLEY: These are the alberta sales 
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in any event? 

Yes. 

Sales in the Province of Alberta we might call it? 

Yes. 

MR. FRAWLEY; The reporter might make 

that change then. 

THE CHAIRMAN: Yese 

MR. FRAWLEY: From gasoline down to wax 

and candles, that is Exhibit "547" (A), and Exhibit 

"547" (B) is a statement showing the seasonable trend in 

white goods in gallons and in percentages for the year 

1968, the trend by month? 

Our sales of course depend upon crop conditions to a 

certain extent and that is reflected by the total of 46.71 

of our total gallonage sales were shipped in the four 

months, July, sugust, September and October. You will 

notice that there is almost 15% in the month of September 

alone. 

MRe FRAWLEY: Now Mr. Tew, if you have 
nothing more to say about the Exhibit you have now put in 

i think we will take this folder and run through it and 

then I have some general questions to ask you about your 
company and some general marketing questions to ask. Now 

the first Schedule, Schedule A in this folder, Exhibit 
MOAT", 18 8 price List of thei varicus g@erades of gpasoline 

and distillates which you purchas@ from Imperial Oil as 

of December glst, 1948; those are the prices at which 

you purchased those products from Imperial Oil? 

Yes. 

Now you show Calgary and Edmonton, first of all, what is 


the basis on which you purchased from the Imperial and 
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what are the prices? 

AG December olat,, £748, we purchased.on 2 price 

F. O. Be destination; at least that is the way we 
bought the gasoline and the white products and I also 
have a list of our prices as at each one of our bulk 
points. I did not deem it necessary to give all that 
INT Ormeay LON tO yous 

So there will be no confusion about prices and costs, 
T am now talking about your cost price, the price at 
Which you purchased from Imperial? 

Yese 

You call that the price paid? 

We cell that—-the price and 1% 18 boughs F. OQ. B. dest= 
ination. 

But it. Ls,.the. cost. tq you? 


Lt is the, cost to us. 


Ll think for simplicity'’s sake, if you would say the cost 


Cle ORE a DnOOUChS Led epee se Verious. points. . You 


say you bought as of December 31st, 1948 and this folder 


was prepared on a basis F. 0. B- destination? 

Yes, those are the prices we paid at those points. 

4t s0 many cents under tank waggon? 

Yes. 

4t the various points? 

That is right. 

4nd how many points have you in the Province, how many 
PALK pointe inthe Provinee? 

Kleven at that time. 

Now do you buy your products by means of a contract, 


have you a contract with the Imperial Oil? 
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A We have no contract. 

Q But you buy exclusively from the Imperial 0i1? 

rn No we do not. We buy on specifications and according 
to price. If we could get a better price from someone 
else, the British American for instance, we buy from 
the British American; as a matter of fact we buy at 


several points from the British smerican at the present 


time. 
Q At several points in Alberta? 
A I understand so, yes; that agreement does not carry on 


regularly but if we can get a better price at any one 
time we give them the business. 

*) Yea? 

The gasoline, our products are made to our specifications 
of course. 

Q, Anyway let us take it, when you say they manufacture to 
your specifications-<--- 

Q MAJOR LIPSETT: Does that mean that they 
make any special separate products for you on order or 
does your specifications and theirs coincide? 

& I imageine they coincide to a certain extent but we 
definitely specify a certain octane rating or such @ 
specification, we definitely state the product we want, 

Q That is not any higher I take it than cither of these 
two refineries manufacture? 

& I understand it averages very much the same. 

Q MR. FRAWLEY: Well it is a Little more 
Rey than thate You see here are the Imperial Oil 
Company's specifications, Exhibit "602" and "3038", 


covering all of their products, Imperial only, sso .- 
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Gasoline, and Three-Star, Premier Gasoline, Acto 
Gasoline, Distillates and so on, now we are told by 
the Imperial that the products that they make for 
their jobbers are these products with the exception 
that in their own gasolines Esso and Three~Star they 
introduce a sclvent oil, that is the patented gasoline 
they speak of in their advertising, they introduce a 
solvent oil and with the exception of the introduction 
of the solvent oil the gasoline your company, iicColl- 
Frontenac, the Union, the North Star, gets from the 
Imperial is this gasoline? 

Yes. 

That would help to simplify it and if you know that to 
be so we can take these products specifications of the 
Imperial O11, Exhibit "302" and "404", as being your 


gasoline with the exception that I have mentioned? 


(Go to number 12,601 ) 
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Now, I have a list of our spécifications here. ‘ie will 
just see how closely they co-incide. 

Have ycu got anything in the folder? 

That is in the folder. Schedule "B", 

*@ll then, we co not need to worry so nuch about it. 

That is now in evidence. These are your specifications? 
Yes, 

POncauULe TL" Beni pie "S47 ss vetomhet data? 

All Exhibits are as at December 31. 

“ell you show both summer and winter? 

Yes. 

Then this would be ‘true today? 

hae be COLLrect < 

It would be interesting to look at it for a second, 

i WLiL “cath Ori’ tne ocvane ratings; For instance. The 
octane number of Ethyl gasoline, summer and winter both the 
Bame;, TORS Ta F772 

The same as our kthyl gasoline. 

by ethe CF Fr Rs. Me method? "Ss Star*e@asoline, 7l to 7leo? 
That is the same as our 'hite Hose. 

And the sulphur percentage of iithyl gesoline is 0.100 tiaximun, 
and on 3 Star, 0.100 haximum? 

Ve do not specify the sulphur content. 

Getting back to the purchase of your gam line, you say thet 
you have mo contract end thet you @re free to depart at any 
time from the Imperial 011 Company in the »ourchase of any 
product you are purchasing fro. them’ 

het: LS oor recy. 

On some notice, I sunpose? » 


I do not velieve they require any notice. 
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You have no written contract at all? 

Absolutely none. 

You did recently receive some nrice changes from them? 
That is¢correct, 

You received that information simply by letter from the 
company? 

¥OS.. 

Do you happen to have that letter with you? 

PO lt heave nol. nave got e cory or the, prices. 

I think it would be a good time to put that on the 
record. It follows your Schedule “A” which are your 
prices as of l#st December? 

This lis just, rougn. 

*@ will file it and perhaps withdraw it and substitute a 
more complete document? 

Yes, that will be satisfactory. That. records it as atv 
GOr poinvs:. 

These are the prices effective July 10th, 193897 


) 
Yes. 


(DOCUM2NT IN QU<STIOF Is 
NOV MARKED EXHIBIT "548") 


This =xhboit "548" wes meade Up es a’ result of a notice you 
cot from the Refining Department of the Imperial Oil Company 
indicating their new prices end new method of selling guods 
Dy; OUVELrSs ite eyes to be effective 10th July? 

Lee « 

Previously you had bought at destination so many cents under 
tank wagon? 

Yes. 
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That is correct. 

You get it to your bulk point at your own expense? 

Yes, that is correct. . 

It would be interesting to know if you have made ea 
calculation to ascertain the sevings or otherwise there 
might be on the new basis, that is, the new f. o. b. 

Pot pnery rise 

He CHAIRMAN: Could we lsern just what 
the reductions are by virtue of the new price? ‘ie have 
heard a lot about the imperial reducing price. 

MR. FRAWLEY: Yes, I will do so, ak though 
we have had this. Of course, it is very hard to remember. 
Mr. Clayton was in the same position exactly and he filed 
@ letter written by himself to vr. Cottle forwardiug th 
advice he had received from the Imperial, and I assumed 

at that time that the other jobbers would be treated the 
same, and Mir. Tew now sonrivne that. The Imperial had 
gone away from selling jobbers at so many cents under the 
tank wagon at various destination points, and they now 
nut it on a refinery basis Of so many cents. 

THE CHAT RMAN: Nobody has as yet worked 
out exactly what that means in price, 

WR. PRATEY 3° txeceot Mr. Tew has done it 
here because %xhibit "548" shows Mr. Tew's new prices at 
all of his bulk points throughout the rrovince, 16° or so 


of them. 


TA CHALRN AN : ALI TEBAT 
WR. FRAWLEY: e can teke Calgary and 


“dmonton. “ell, take Sdmonton, that is a point away from 
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the refinery. 


MR. COMMISSIONGR LIPSETT: Does he show the old prices? 
MAR. FAAULEY$ 1G6, 27) BRHIDit "247" Mr Tewts 


laid in cost at Edmonton for green gas, standerd gasoline 
that is, was 134¢. Now Mr. Tew's vrice in @dmonton....... 
well, you had better tell us, what is your new laid in price 
from Imperial after you get the sas to #dmonton? 


A LO ees 


TH? CHAIR AN ; And it vas? 
A It was 134¢. 
Q MR. FRATLEY : Lbere Lee. Savane Vasreor 


4/10ths of a cent? 


A SS. 

*) Have you passed thet saving on to the consumer in Tdmonton? 
A whe tank wagon price in. Ndmonton on that basis is 19.4¢, 

Q@ ° 19.4¢ as against? 

A LO Bd « 

q What has the tank wagon got to do with it? You have now 


a new laid in cost of 4/l0ths of a cent to the good? 


A That 1s correct. 
Q Well, was there any change in the tonk wagon? 


A There was, from 19.5 to 19.4, a savine of 1/10th of a cent. 
Q My question was, was there any chance in the tank wagon 
and swhetiel shovuldesay is, did the simperial post. ca new 


tank wagon vrice? Thet is what you took from my question? 


A Yes. 

Q peesusecyowr price iga.....:... the price you follow is the 
Imperial Oil tank wagon posted price? 

A Correct. 
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Is this the new Imperial posted tank wagon Schedule? 
I believe: so. 
MR. FRAWLEY: F think we had better file 


this, Mr. Chairman, and then we can discuss it more 


| 


intelligently. I am filing the Imperial 0il's new posted 
tank wagon vrice effective July 24, 1939. 
Tet CHATRIAAN : Any objection, Mr. Nolan? 


ERS ae 


ep) 


Ma. NOLAN: No, 


(DOCUMENT EM QUESTION IS 
NG}. MARK@D BXHTBI? «549*) 


Tas CHAT HMAN: Nor what is that? 
MR. FRAWLEY: This is th new posted tank 


wagon price effective July 24, 1939, and the description adds 
"Showing allowances where effective and net reductions.” 
THe CHATR ARs _ The other statement of the 
Imperial Oil prices to Canadian Oils was effective July 10. 
Ein. PHALWL AY 3 Yes, was effective July 10. 
There is a period there of 14 days when your price was 
lower before the tank wagon became effective. Is there any 
Sipmiticence 1n thet et jall or did you need that time? 

I understand there was an intention shortly before July 10th 
to pass the new tank wagon prices. A-parently that either 
was done and there were errors in it, or further reductions 
were made, and actually there was no change until July 24th. 


Originally you exnected to have the new tank wagon prices 


earlier than the 1lOth? 
“Te certainly did. 
ety 


What is the relation between the 13.1¢ as it now is, 


the 13.5 as it was at Tdmonton? Thet is the laid in 
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jobber price at “dmonton, and the posted tank wagon price, 
either the previous one to the 24th of July or the new one 
thet became effective on the 24th of July, namely, “xhibit 
NWHAQG HW” 

Before this new price came into effect, there vas a 


between the tank wagon price and the 
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straight differ 
cOst price. 

Of how much? 

On the standard brand, 6¢, as far as we were concemned. 
Now you have gone off the so many cents differcntial under 
the tank wagon? 

Yes. 

You have now gone to a straight laid in basis? 

Correct. 

And thet makes you free to decide how much markcting 

soread you require and fix your own nrice, charge your 

own price? 

Yes. 

Have you done that? 

-@ are at the present time abiding by these tank ¥::gon 
yHrices’ as vosted by the Imperial Jil. 

Yes, you are abiding by Txaibit "549", the new Imperial 
posted price? 

Yes. 

Now, ir. Cottle sugessts thet there is not any relation 

at all between the new list tht Mr. Halverson has »osted, 
the new tans wagon ~rices and the drop in the jobber prices. 
Do you understand differently, Mir. Tew: 


T understend that there is a difference in some 
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For instance, in this "amonton cost, there is @ drop, 

but In Other points at’ is slightly Vieher and “ON the 
whole, I do not know whether there would be an actual 

saving to any extent whatsoever. 


At no point in the Imperial Schedule has the tank wagon 
price been increased? 

No. 

THat L6etrueé, Lsrit nov? 

I understand so. 

But in. some instances your laid in cost on the new basis 
is perhaps a few points higher? 

THet PS FRentv. 

Does it not follow then thet the two things have no 
relation? ‘The new prices Mir. Halvorson gave you on the 
10th @ July and the new tank wagon prices which he pcsted 
Toe whe yeer on the 22th of July? 

Yes, that is correct. . There curtainly is not the same 
relation between the two - there is no fixed relationship. 
I gethered there was some in your mind because you said 
after you received the new prices on the 10th of July, 

you understood there was a n-w tank wagon price coming out. 
Did the Imperial people join the two things together 4s 


fear as you were concerned? 


I cannot answer that. 2 do not «now whether they did or not. 


ak 


We would naturally assume thet there would be a new posted 


tank wagon price at the same time the price to Ws, “bhe @ost 


price, was either increased or reduced. 
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I see? 


In other words, we naturally expect to pass along to the 
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Yes, any saving that there was? 


Yes. 


Getting back to “dmonton. In “dmonton there is a saving 


Of A-LOths of a cent to. you? 


Yes. 


By abiding by the Imperial 011 tank wagon price, you 


heve only given the consumer the benefit of 1-10th of your 


4-l10ths? 
Vas. 


Wy: Cap you tell me why? 


I may say on the other hand there are points where our 


margin has been reduced. 


Is tnat the answer? 


No, T would not say that was the answer. 


Let us take another point. Let 


Ori letetis 206 to Letibridge.s. Wh: 
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| 


us gO away down to Vulcan. 


Lite your new, Laid imieoe me a. 


or what was your cost at Lethbridge when you were 6¢ under 


the tank wagon? 

ile, aes 

Ll. waseyour price betore, 
Yés. 

Was your cost at the Lethbridge 
THAG as OCrrecy. 


6¢ under the tank wagon’ 


What ts it now? 


ety 


DULKE station? 


And Mr. Halverson'ts new tank wagon price at Lethbridge? 
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C. H. Tew 
Q So there is no change in Lethbridge in tank wagon? 


No, there is no change in the tank wagon on standareé 
gasoline? 

A That is correct, and yst our costs have been increased 
9/10ths of a cent. 


You say now 9/10ths of a cent more at Lethbridge than 


pom) 


yeu cid before, and you feel it impossible to increase 
the tank wagon tc get that 9/l0ths of a cent? 

A We feel we cannot increase our price and expect to 
collect that particular price Which would be in exesss 


of the other major companies. 


= 


I will get to the Southern Alberta situation in due course 
and ask you your views about thet. But at the moment I am 
just wondering why, what is the answer you have for not 

Lowering the Edmonton tank wagon to the full extent that 


you benefit by the new Imperial O11 prices and similarly 


where there is a benefit? 

‘Te have of course in the Province of Alberta, we sell a4 
very small percentage vf the gasoline in comparison with some 
the other major companies and we, from that standpoint, are 


not able to go out end reducs or increase prices at will, 


because of this excess competition. 
Q, Prankly, vo come rieht to Tt, you suffered a loss in your 


operations in Alberta in 1937 of 985,627.59° 


A Yes, that is on our operations in Alberta. 


Q And I hope you have a similar summary for 1938, have you, 


Mr. Tew? 
A The 1938 is immediately followine that. 


Oh, yes. In 1938 you had a net loss of SL8,462.1la? 
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Tretits correct. 


erhaps you might say to me you would be the last person 
that would be in a position to reduce the tank wagon prices 
au Gib itoseny points. But I am just wondering why your 
advantage has not been passed on. I want to Lave 
everything you have to say about it on the record. Dia 
you discuss with the Imperial the question of bringing 
down the tank wagon price only to the extent of the saving 
they had given you in the new prices? 

Not to my knowledge. 

New take’Caleary as whe basic’ point.’ Howedid it workout 
before when you bought at 6¢ under the nosted tank wagon? 
The posted tank wagon on 3 Star gasoline, standard zasoline, 
was l6s¢° 

Tha's is" rPrenv. 


You bought et 114¢? 
AV? NOW FOU Duy Gb 2 wate et 


You save 2/10ths of a cent at Calgery? 

Pet US COv res Tie 

Wnywdio “youtsey LOLS? You had better give ine the Leuvter 
thetvyou' @ot.. Didn*tiyou get’ an advice note from the 
Imperial whet these new prices are and the basis of them? 

T understand so, but I never saw thet letter. 

TI wonder if you would be good enough to produce that 
because that is what we have from the North Ster. I wou.d 
show it to you if I’could get my hands on it. Frankly, 


ijeamors LO¢ Cost at the refinery.  Perhars that G/lLOths 
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vf a cent has been calculated on moving it fron the 
Imperial refinery to your own bulk plant. Would vou 
Say that is right? 


I would assume that to be correct. 


THe CHAIRMAN: Viho knows? 
MR. FRAWLEY $ Yes, 18 there somebody 


else who would be dealing with lir. Halvorson in the matter 
Of the prices to your company? 

Our vice-president would be in contact with them. 

What you might do, pernans, Mr. Tew, and it would oblige 
me if you would, could ou get from your vice-president, 
nerkaps by Wire: = 1G 258 not @ very Lone document, or at 
was not in-the-case of the North Star - just the actual 
wording .of the new prices and the new price change? 

Yes, 

Which the Imperial Gil sent out? 

Yes, 

JUSt eS few days before the LUth of July? 

It tlay be possible it was done by telephone conversation 
and the Imperial Ol1l Subbhitted those prices to us. 

anc Doth your ollicss are in Torontot 

THEt Le OOrrecv. 

7 Will Tresaq into the recora for your Information, so toet 
you can have it in front of you, what the new North Star 
prices were. Now perhaps I misht just go one ster farther. 
Do you operate a servic3 station business? 

“sg lease oil stations in this province. 

In Edmonton then have vou any control over the price which 


the service station chargs3s? 
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C e H e Tew 


: a # 
A we prefer not to have. We sell there also at a price. 
cy fn this case it appears that the tank wagon purchaser, 


the service station man, in other words, in Ydmonton, has 
an advantage of 1/10th of a cent? 

A LES. 

*) Cneavd esrter the 24th of July? 

A Ves. 

q Have you taken any steps to enquire or to see whether 
or not it is being passec on to the purchaser by the 
service station agent? 

A Personally, I have made no enquiries about that. Fossibly 
Mr. Ciley or Mir. Beamish may have. 


Whet I was talking ebout was a letter dated 10th of July 


& 


from the North Star Company at Winnipeg to Mr. Cottle, 
Gummission .<iccountant, in which Mr. Clayton, the General 
Manager of the North Star, quoted in his letter the advice 
e head received irom the imperieas. That, sdwiee treads as 
follows: ‘“‘appliceble to shipments on and after July LOth, 
WE"QUCGe “you f..0. Ds Testerm Retinery shipment ariee, s 
POLLOWS: UBSse prace tank car {. Oo. b. refinery, end ne 
gives both Regina and Calgary, but I will just give you 


GCaleary. Ethyl eascline lig, "Q”" colored gasoline 10¢, 


Standard White casoline 9.20¢. Motor gasoline, White 9.20¢, 


Turner Valley gasoline 9.20¢, Whiter “hite kerosone 10¢, 


Treaqtor [iets ligte og.” And Would you be good snough just 


information was given to 


ra) 


to say whether procisely the saie 


your head office? 


A It may be that the advice received from our head office 
46 available at this time. Mr. Ciley might have that, 


pes 
oer 
mae: 


=F 


yr 
S Pp J 

va pe 5 61 a) _ 
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that is the advice from our head OfTice to the Alberte 


Division. 


Q That might have contained the sare quotations from the 
Imperial? 

A It might have. 

Q Who worked out Exhibit "548" showing the leid in cost 
et the Various bulk plents? 

A i made a copy of that froma tyne-written list. 

C) From a type-written list?? 

A Yes. 

0) “ho prepared the tyow-written list? 

A It was prepared by our Purchssing Department in Toronto. 

Q It is the Calgary point thet twthers me. There would be 
a switching charge of some kind there? 

& Veo. 


Q I think thet is the answer to it. ‘'e will then pass from 


that? 


A Yes, I understand it is. 


Ti CHATRIAN : What is this answer? 


FRALEY 3 Tt pul at to you a Tew minutes 


aco thet there must be some charge, the tank car must be 


bw h on o 


(@ 


taken from the Imperial Oil Refinery in Bast Calgary to 


your bulk distribution plant which is situated, where? 


A In west Calrary? 


4 A distance of how many niles? 


A Wie COLLEY: tT imagine about five miles. 


MR. 2RAWLEY : And’ IT suggest to the Witness 
that is why he has increased the f. o. b. refinery price 


which is 10¢ by 3/10ths of a cent at the distributing point? 
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C. A. Tew 
& That is the price paid by us. 
& tam anxious to know to what extent you have departed 


from the Imperial Oil in the purchase of your requirements 
fOr the yeor 1925. ° T find thet you purchased from the 

unpe tial” 2, lou 000 rellons, Torgetting the rest of it ang 
talking only about thousends - and from the British American 
170,0007, ‘aiid from the Gas & O11 Troducts you purchased 
46,000. And that is all. Now, whet I am interested in is; 
the purchases from the British American. Was there any 
particular reason for that, or Was that just a question of 
an emergency purchase? 

It hight have been an emergency purchase, in the presence 

of an emergency or it might have been a difference in price. 
In other words, at one time we hisht have been able to buy 

a product to our specifications at a lesser price than we 
fould trom the 2. 0. 

TH? CHs DRM AN s You do not know which? 

NOe 

Tho knows? 

Me. URAL EY: Viould somebody in your 
company know? ‘VYould kir. Beamish know’? 

Mr. Beamish micht know. 

Or Mo. Oibeyy 

166. 

Mr. Lew cae primarily to nresent finencial infors tion 

tO tne Commission. But it is Like so many other things 

We got off onto some other subject as We go along. But 

the Commission are anxious to know the relntions between 


you and the Imperial. JI take 1t you are as free as the air 
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Cennes Tew 


to depart from the Imperial? 


A , Yes. 

Q And to purchase 1 gallon or your totsel requirements? 
A wes. 

la r ‘ > 

4) The fact is you have for the last number of years, and 


Lt is sa mere circumstance, 1% just hanpéens that they... 2.1? 


A They gave us the pric sand the service. 
@) Can we say specification and service being equal you pur- 


Chase from the Imperial? 

A Price is the main thine. 

Q Yes. Price, specification and service being equal, you 
purchase from the Imperial? 

A Welt, esl understaeng tt, they ererequuipped to give "us 
better service at ie Me jority Gr Our HOINTE, “and that 
ts the reeson tO @ greet SxXTentsoc.ci... 

Q Well “L’will assume thet with you. “I think the British 
American have Tacilities ateuccJ,s... Well, what do you mean 
When you sey they are equipped to sive you better service? 


It is purely a refinery delivery? 


A Yes. 

a And the railways or the truckers do the rest of it for your 

A Yes. But we require it at a definite time, on short notice. 

6) it is & question of refinery service? 

A TSS 

te, And you think they give you better refinery service than 
other people? 

A I would not say they give us better service, but we have 


always been satisfied with their service. 


q I want to know if there is some inclination tows.ds dealing 
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with the Imperial if the service, price and quality 


are the same as from the British American? 


Not to my knowledge is there any other reason. 

There is not any complenentcry arrangement in Tastern 
Canada? 

Absolutely none. As a matter of fect. we vbuy very Little 
from, the Imperial Oil.in the Province of Ontario, especially 
in the southern part. 

“ell now, I will leave some further questions of your 
relationship to the Imperial till we get your general views. 
Pwoulw biker toretwthe rest or this financial informatia 
on the record, Mr. Yew. You can start I think now from the 
price at which your product is laid in at your various points. 
The next Schedule is a statement of capital investment as at 
December 51, 1938 

Yes. 

You might just run quickly over that Schedule *B", Mir. Tew 
and indicate what you. have in this province? 

The capital imvestment as at December 31, 1958, our invesi- 
ment in sub-station plants...es,.eoe- 

That means what? 

Bulk storage. 

Bulk storage, ané there is a list of those at some ct her 
place in the Schedule? 


That is correct. That amounts to $148,942.90. 


(Go to Page ie,617 4 


Pa ana 


2 2 Pre . aes : 
‘ Sono hues - eae eotvien ailt oi paced ai sae - 


ra 


p < - ? “1 

cary ~ 

aos ie ae A iE wisi Se at 
f 


re a “Aa vim tt ack: Bis ‘B ih ‘dil? Sa a 


Fi a= 99 


cits, = = 


pene weds He riedt “ei astainbits em ot” “Pott Sh he 


" 
: 


. eae = ‘ ; % or er a 
nt r pen cane ei tad opal Beas) zi, ‘= Git” on beoly 2 ae 


q suet 
$900 to settua ss €.) «85 d tf “ist atoees ll 
m5 = : . : 
ee eee ee ee tg ANS lea iy ee . 
“) -ro entehvoe"d ad? mi aie Lessee sig ety. 
ny 4 - 
ae é ig [ 
: eer ol seal tae: bisa ick, 
at eit 2 ag cat: ele ie eek Te Bee aa is oes" r f u r Ay ee . 7 
natveepe vantvi? anon eveel Iiiw TF Nos b bZe ~¥ 
ciate = r >, ae ae pctates aah ; he " eS 
vy “oh ‘eas ot ‘qitikeotesiax” 
: Paar ¢ ei ea 
pL cae eS : Byte ete oene as 
PY F if . « 4 2 wee a, pltis > ate 
6) nm ha * bs a : 
} ? 5 £4 Broves sitio aren 
Ty bled tentiesg 2000 in iatw' ye" aati ; | 
si a a rs : 7 : 
a ek * feo ™ ey freer Be t - ne Me ee = aie 


A fs Siner ‘Eu iitemeyote a at eines 62> teh Rea? Ae 


eure 4 f . 
| fT INGE S S eiatitienst met i 
: 3 - . 
oh wees. a 
aR BP Tye Cee aaa aeaietane ce pare: il = 
oe ye SOG; Jehe 3 ahd y Ts. op mit Heal “Sin eo BOL oy 7 . 
mS es Ss a hg Pr aaa ik 


host ke 7 Bens nt awed Loy Foe MRTG BHT ot 


or § 
= aby ans rp 2 ee : 
4 ae te Sane Cte bee . Ries eee ath J 


i fo Spameeet ge ge, 24 isa et ids aT 


= 
Pas 


“Se 


7 n 
eae me £ 


xr s ‘ 
os ccagty cela ‘dottitandid ae Pons 
= et a oa on a 


ata “athedar 6rd aft 


Siti. aes 


f : = ae i ce a * 
mad res of Vad! ‘ 


C-2 
i, 


CG. H. Tew -12,617- 


f-& DD & D5 & & & oO to 


D 


made up of real estate $4,000.00; most of our stations 
naturally are located on the railway sidings for which 
ve pay a small fee} construction 368,864.60; equipment 
Go7, Leb oes office furniture (8,976.39 and another 
item of equipment $1919.99; making the total yl48, 942.90. 
Now our investment in service 
stations in the province is 347,833.98; that is made 
up of real estate 37,874.16; construction $26,982.24 and 
equipment 312,977.58, or a total of 447,833.98; 
Our investment in automotive 
equipment is as follows, in one total, $30,915.47. 
Yes, and your equipment loaned? 
Amounts to 928,612.53. 
Total capital invested in the province as of July 31st, 19387 
$256 304.886 
YeSe Now will you go to your Balance Sheet and Profit and 
Loss summary on the tack of the fulder for 1938; you show 
there that it is, let me ask you first, in the figures 
you have just read, Schedule "B", capital invested? 
Yes. 
Is that depreciated or not depreciated? 
Not depreciated. It is ecst. 
And in the Balance Shest you show the depreciatcd? 
No, sir, we show the cost figures. They are similar as a 
matter of fact, they should be identical with these figures. 
Yeu show.:you hsvo depreciation reserves there, Mr. Tew? 
YeSe 
I mean a person to find the depreciated capital investment 


need only deduct the depreciation reserve? 
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Bb That is correct. 

Q We will get to that in a few moments. Now the next 
Schedule. 

vi) The next Schedule is merely a breakdown by stations of 
that statement just read. 
Yes, that is really "1"; is it not? 
That is correct, and “B+B" is the same thing for servico 
stations. It was not possible to get it all cn the ono 
sheet. 

Schedule "C" has been covered 
alreadye We have elaborated on that particular Schedule 
and submitted an additional breakdown. 

Q Schedule "CG" is tctal sales of motor fuals in gallons brokon 
down into gasoline, kerosene and distillates end fuel oil 
for 1938 and 1937? 


And that has been supplemented by that Schedule. 


Oo & 


This morning? 

L Yes, 

Q Showing the seasonable trends? 

A Yes, and there was also one on which we show each and every 
product of the company. 

Q You are reforring to Exhibit "547" (a) and (b)? 

4 Correct. 

Q ‘Now the next Schedule is "C-1"? 

Li Sales of gasoline in the Province of .lborta. 

G For 1938? 

4 For 19358. 

Q Broken down as to each sub-station? 

A By months. 

Q By months? 
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That again has been supplemented by that statement. 
By the new Exhibit this morning? 
Yes. The perecentages have boen added to the totals thore. 


Now just before I pass from that, in 1939 you have added some 


YoSe 

And I think that, if you gave us a short Sehcduloc showing 
the 1939 stations wo might have it marked as an Exhibit 
releted t> "547" and by a separate letter would show, it 
would complete this, you have, you operated lé bulk stations 
in 1938 and this year you are operating 16 so there are fyvur 
stations to add? 

That is correct. 

4na if you would just have prepared a List of the 16 stations 
operated in 1939 we might add it to this Exhibit "549". Then 
passing to Schedule "D" which is a list of all outlets beth 
wholesale and retail owncd service stations, leased service 
3atutions: operated by the company? 

Yess 

Now you have given us in this Schedule the company's service 
stations, four company service stations, you might just 

read thom into the record, Mr. Tew? 

The service stations located at Calgary, two in Edmonton and 
one in Lethbridge? 

YeSe 

Those stations, of eccurse, are all leased and in the case of 
the Calgary station the building itself is leased by us and 
o-leasod. 

I am going to ask you something about thom later. Then. you 


have wholesale warehousos, three of them, Lethbridge, 
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Edmonton and Calgary. You operate those? 
Yes, we oporate those ourselves as distributing centres. 


Q By salaried employees? 


J That is correct. 
G And then you have a list of company agents? 
i Yes, at Blaimore, Camrose, Didsbur:; , Entwistle, Red Deer, 


Stavely, Vegreville, Viking and Vulcan, December 31st. 
Q Yes, and at each place you have just read you operate 
as agencics? 


A That is correct. 


Q With commission agents? 
A That is correct. 
q find you have added to that, of course, the Edmonton, 


Lethbridge and Calgary stations? 
va Yes. 
Q Gnd that makes 12 and you have 4 now agency stations, I 
take it, this year? 
That is right. We can name those for you now if you wishe 
Q@ You might as well put them on the reccrd? 
The new stations this year are Sit. Faul, you just check 
all this, Mr. Ciley, yermilion, Foremost and Westlock. 
MR. CLILEY: No, Brooks, instead of Foremost. 
WITNESS : St. Faul, Brooks, Vermilion 
and Westlocke 
Q MR. FRAWLEY: Now the next Schedule, 
Schedule "E", is a Schedule ofspccifications and I do not 
think we necd any more informetion about that. Then the 
Schedule "F" is a Schedule of the prices charged on all 


grades of gasolines and distillates, tank wagon price at 
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each wholesale outlet, now that was, this is a series of 
prices? 

Yes. 

Effective May 5th, 1937, another list offective November 

2and; 1937, another’ January Sth; 1938, April 4th, 1938 

and June 21st, 1938? 

find that last column shows the prices «:s at December 3lst, 
1938. 

Tue last eolumn is the one which continues to the other 
effective periods in this folder? 

Fhat is correct. 

ind it shows each product and for each wholesale outlet? 

That is correct. 

Then we come to Schedule "G", which is merely a statement 
reading as follows "411 lubricating oils and groases 

marketed by this Cumpany are r-fineqg and manufactured at 

the Company's refinery at Petrolia, Ontario", now are you 

able to give us some information, you are, I think, the 

only other refinery in Canada manufacturing lubricants 

and greases? 

That is correct. 

There are only two refinertios doing that in Canada, yourself 
and the Imperial Oil at Sarnia? 

That is correct. 

snd would you be able to submit a memorandum to the Commission, 
because probably we have not just directed sufficient attention 
to it so far as you ars concerned in dee@ling with you up until 
now, I vould like to have a more complete memorandum from you 


on the matter of lubricating oils and greases and they say that 
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imitation is the sineerest form of flattery, prcebebly if” 

we gave you Mr. Helverson's Exhibit "417" which is a folder 
dealing exclusively with Lubricating vils as well as 
distribution and prices, I would like very much if you would 
consider that while you are in Edmonton and at your conven- 
ienee endcavor to duplicate that or use this as a sort of 
pattern? 

Is that with rsference to, for instance, the average selling 
price of our lubricating oils and greases? 

Yes, and the spread, we would like to have some idea of the 
spread, the laid-in cost at Calgary or at the various points 
where they go? 

I suppose, Mr. Frawley, you have referred to our Schedules 
"G" where wo have attempted to work out there the average 
laid-in cost and the average selling price of combined oils 
and greascse- 

Well now let us see what you have donee You have, as part 
of Schedule "G" of your Exhibit, which you might call "G-L", 
you have the cost price to tue Branch, first of all the 

sale price of lubricating oils, what you call the average 
Sale price per gallon of 67.60 cents? 

That is right. 

J£nd the cost to the Branch, the average again is 57.26 cents? 


and that again is our actual cost of manufacturing and laying 


products down in Calgary. 


Now this Schedule shows the cost frice to the Branch is 
57.25 certs, which includes Bead Office mark-up? 


Actual ---- 


J dDlank in that case? 


Yes; in other words, that figure of 37.26 cents 18 our aetual 
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cost to the Company;: in other words there is no margin 

of profit to the Head Office at all. 

Yes. Now I am coming hack to that question of lubricating 
oils, becauso Exhibit "G1", or immediately following on 
after "G",1% is probubty*not, yes, it is "G-1", is a 

profue ‘and loss analysis by productsfcor the year 1938. 

I would just like to ask you about this gasoline. ‘The 
first column is gasoline and then kerosene, distillate, and 
fuel oil, lubricating oils and greases and total. ri ts 
certainly unfortunate that we have gct only two of these 
Cee It makes it almost impossible for the 
Commissioners to follow this? 

I have an extra copy of this particular Schedule. 

Let ts see it thon. This is the document, My Lord, - 
and I think to get any value at uel of what he is now 
Saying, you should have. this to fellow it. Now first: ct 
all, Mr. Tew, this Exhibit is .your own, this Exhibit is 
your own work, CES AGRE ORS 

Yes. 

First of all tell the Commission why it was prepared and 
What it was intended tc show and what it aims to do and 
what it docs? 

Phis particular statement, as I understand, was requested 
by the .Comhission and there was qa statomont similar to this 
which you requested in your first letter to use 

I. just want to be sure now, one of the things I asked you 
for was a Profit and Loss statement ae the result of 
your Company's operations in Alberta in 193%. Perhaps it 
was that question you had in mind, was it? 


“here was one just before that» 
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The prices charged for the wholesale: and retail, by wholesale 
and retail. it should be, on lubricatns and greases? 

No, the statement, the "G" section, the statement of the 
source of supply of lubricating oils and greases marketed 
by your company and the laid down cost at Calgary of each 
one of the said lubricants and greases and that statement 
was compilod mostly to show that laid down cost of tho 
lubricant oils and greases. 

Yes, but you were more complete than that and you have 
shown the cost price and vale price of all of the products? 
I might say, Mr. Frawley, that so far as our accounting 
recorcs are eoncerned, we make no distribution as to costs 
or keep records, separate dollars and cents, as well as 
value, of the distinet products, as gasoline, Lubricating 
oils and greases and in order to arrive at the laid down 
eost of these lubricating oils and greases and show our 
actual operations in the handling of those products it 

was necessary for us to take the pieture as a whole and 
start out in this way; in other words it would not tic 
up with any of our records whatsocver unless we had the 
complete picture. 

So. this particular statement then, profit and loss account, 
Sales and profits, for the year 1938, endeavors to show the 
gross profit of all of your operations in this province? 
YeSe 

Which is purely marketing with respect to all products? 
Yes, and to tie in with our actual financial stattements which 
follow on, which are prepared by our Alberta division. 

YeSe Then just take the first item of gasoline, will you 


just explain just what you have done with respect to 
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gasoline now? 

b In the case of gasoline the sales amounted to 2,064,465 
gallons and we estimate that our average selling price in 
the Province of Alberta for the year 1938 amounted to 
19.69 cents per gallon. 

How did you arrive at that? 

As I say, we have no definite separation for the sales of 
gasoline actually and it was arrived at hy, on an average 
basis. 

Q You can find out, cannot you, you can take a bulk station 
at Vulean and show how much, it is at tank wagon and how 


much 1 cent under tank wagon? 


Jj Yes, we tested these figures in that manner. 

Q You tested them in that mannor? 

bh Yese 

@ find you feel satisfiod, while it is an estimate, that it is 


a fair estimate of the average selling price of gasoline in 
LOS8T 
vs) Yes, we doe 


Q All right? 


ii Now from that figure we arrived at a gross profit of 5.52, 
Q The next figure is? 
ds Iwas going to say we arrive at that figure, in this 


statement we have to tie it in with our Alberta division 
operating statement and the prices that the Head Office 
billed the province, our sales department nere, was slightly 
in oxcess of cost and that is the reason we showed the two 
figures here, the cost price tc the Branch less an amount 

to bring it down to the actual cost to soll it. 


Q There is a billing thon, thore is actually a billing from 
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the Poronte Head Office to the marketing division? 

There Was in the year 1928. There is not at the present 
time » 

You have abandoned that? 

That is right. 

The Imperial O11 or the British smerican O11, whatever 
purchases there were, were paid by the Head Officc? 

That is right- 

So it became a Tiead Office expense and you in turn 

billed that to Calgary? 

YE So 

Purely a beokkeeping proposition? 

Yes. and that has been eliminated this year. 

But while you were dcing that you add in 1938 a figure 

Of, Le3d,. cents? 

That is right on an average. 

How did you arrive at that? 

We made a practice of billing it slightly higher, just 

to cover expenses that were incurred by Head Office. In 
most cases it amounted to approximately 10%. 

Then perhaps what I should ask you is this, how do you 
arrive at the figure of 13% cents you chargcd the Branch? 
The cost price was taken and a percentage aS a rule added 
to that, that is slightly less than 10% you will notice. 
So Mr. Cottle will understand, you have endeavored tc 

add about 10%, have you? 

Yea, 22 is. slightly less: than 10% 

Well now that then gives you a gross profit of 5% cents? 


Right. 


east 


¢ 
ies 


se 


ae Res Ses ate 2 a 


| tat Oe te eos a 
elated ape : 


O-2 
igi § 


G. ie 


PA 


x 
da 


> 


rn 
4) 


Ly 


- 12,627 - 


Tow 


Qn gasoline? 

YES. 

find your spread from the Imperial was 6 cents? 

tess. © Cents on the brand. --~--— 

6 cents on the "@", yes, 6 cents on "Q" as appears frcem 

the Exhibit? 

YesSo 

ind something different on the other products? 

Xess 

Now then get on with the deductions? 

We made two deductions there, direct deductions, to arrive 
at gross probable profit. The deductions are as follows, 
gasoline rebates amounted to .37%, that is .37 cents. 

What is that? 

That is actually the commission paid to dealer agents which 
amounted to, that year, $7,605.06. 

Perhaps we kad better stop and ask you a word about that, 
“dealer agent", is that somé particular category? 

Yes, wc have a definite agrecment with that dealer-agent 
in those cases. 

Well, going back to Schedule "D", where would that sort of 
man appear in this list of agents and stations, schedule "Db"? 
as I understand, he does not, he is not included in that. 
Be is not ineluded? 

Mr. Giley or lir. Beamish may be able to tel] you more about 
the dealer-agents, the number of them in thc province. 

Yes, all right, the dealer-ggents get a rebate of .57 cents 
per gallon? 


It amcunts tc about qa half a cent a gallone 
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Q Well they get something per gallon? 


é Half a cent. 
& They get a half a cent per gallon? 
A Yes e 


Q Why should there be a half a cert then? 

A Well they do not sell all. 

q it ig just. 9g resalt’ 

A The gallons arc not shown there. 

q You simply take the total there. $7,605.06 and divide 
bi eM clase is Dy 

J The gallons, for per gallone 


Q You divide it by 2,064,465 gallons? 


dj YESo 
Ci PLE rien. Then the next thing is commissions. 
ri Commission tc agents or freight? 


Q Why do you sxpress it that way, "or freight"? 

és Well, in some cescs it is a freight allowances which is 
deducted frum the gross profits to give our gross figuros. 

Q You had bettcr tell us about that? 

A In certain cases we pay agents a commission, at loast a 
commission to our agents and in other cases on this 
commission we have made this deduction of freight which 
is actually our cost for transporting the product to the 
consumer 3 in other words, that is the actual cost of 
laying the nated tee down to the consumer, either 
through agents or direct. 

Q Just tell us then the cases in which you do that, that is 
the information we want there, in which you do that very 


thing you have just described, in what cases do you do that? 
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Ls Well we have an agent, say at these agency points. 

a Yes? 

A ind he operates on a commission basis. 

Q Yes? 

A and we pay him 5 cents a gallon say for Enarco motor ‘il 


or a certain. so many cents per gallon on gasoline. 

q Yes? 

b Hach to actuelly sell end transport and lay that merchandise 
down with the farmor or sorvice station or dealer. 

4) Yes? 

vs) Then there are some cases where we actually, that in some 
manner would be comparable to freignt, in other words, if 
we were to ship from say Calgary direct to one of our 
accounts, say a large account: ---- 

Q Ageney acecunts you mean? 

A Yes, if we were to do that we would stand the freight and 
seli on thas basis and that is why we word it "commission 
to agents or freight": in other werds, you can lcok at 
that figure as either, as the cost cf laying the merchandise 
down at that point. 

Q Now, Mr. ‘Few, see if I understand you, if an agent at 
Camrose, Mr. Morphitt, Mr. Morphitt sells gasoline to the 


farmers in thet district? 


‘4 Y6So 

Q He delivers it to the farmers? 

di Yeso 

q He gets from you people. I take it, 2 cents commission, 


he charges the posted tank wagon, the Imperial's posted 
tiank wagon at Camrose and he delivers it out there for 


Ghats 
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Yese 

So he gets 2 cents Commission? 

Yese 

Then he has some dealer-customers and he gets 1 cent on 
that, that is as I understand the practice? 

YeSe 

But now what has there been grafted upon that very simple 
arrangement which makes you say "or freight". 

Well we have taken our expense of freight for the year 1938 
and added it to that actual figure of commissions to give 
this 34,000; in other words, we want to take that out as 
a direct deduction on gross profits. 

Mr. Cottle wants to know where freight comes on; we 
thought you bought those gcods at so much under tank wagon 
and Camrose would be a certain definite numrer of cents 
per gallon, being © cents, under Imperial's Camrose tank 
wagon; in other words, you should be buying in Camrose 
for 19.6 less 6, 13.6 cents; now that is what you lay it 
in foxs you have no freight? 

Well, of course, this statement of commissions to agents 
and freight carries right across that line and as yeu will 
notice the extension under lubricating oils and greases 
and to a certain extent the freight is on those products 
of oils and greases and most of our gasoline is moved by 
those agents »r is moved by dealers and it is ona 
commission basis. 

This is another way of perhaps expressing it, you call the 


item commission to agents and freight and then add 


$34,354.76, $1505.98 and so on? 


Yes, to make the total of »46,244.83. 
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Yes, but then let us ask you, is there any froight in the 
first item of 444,354.76 being gasoline? | 

I would say "Noe", the avorage per gallon thers amounts to 
1e6€ eonts which would be the average between the commission -- 
I think we have got it finally, your agents, so far as the 
Sale of White geods are concerned, they are paid a straight 
commission? 

Yesa One reason the word "freight" is used there, 

Mr. Frawley, was that this Commission is paid fur actually 
laying that merchandise dovn with that consumer and the 
commission we pay him is actually the freight. we may 
heve.had.to pay if we had. shipped it. ---- 

We wil] get to something about that in a few minutes. 

Then you have a gross trading profit on gasoline of 3.49% 
YesSe 

And you take off --- 

We take off all oure xpensés. There is the general expense, 
stock shortage, and inventory loss, service station expenses 


Gros Total of 4.07 eentes 


Ye Seo 

And that deduction amounts to e42 cents to which we add our gundr 
revenue of -3”% cents to give us a net profit on gasoline at 

e779 conts. 

And sundry revenues inelude such things as commission on 
coljacting gasuline tax and so on? 

Yoseo 

So that you have a gross margin after paying commissions of 
4.49 cents end a net profit. of .79 cents? 

Yes, and that is extended right across, to include lubricating 


coils and greases, That totale 


“12 ,602- 
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Yes? And on lubricating oils and greases you lost 
87,678.05? 

Yes. An averages of 4.8 cents per galion. 

Lutes US UOrne Tm mind rieht here that this proriy of 
-/2 SCNUS Of Pasolinetand so On 18 arrived at without 
charging depreciation on your wholesale bulk outlets or 
without allowating expenses such as advertising, deprecia- 
pane ys DH ers 

Yes. In other words, we worked down to the profit there 
of $11,933.18, which we would estimate would be taken up 
by this charge of depreciation and advertising and 


adihinistration, whieh have not been passed on by the head 


OLD LCG For the Alberta Division. 


Then when we- gst to your later statement, your whole 
statement and profit and loss, where you show a loss, 
Wuere “whese Olner Ltems are rerlected 7 

No, wicy ere NOt rez lected in ie Alberta Division. 


Not anywhere in the folder? 


(ey are in te @ipenses, they are passed on from heat Ofiiee. 


Depreciation and sub-station plants, and advertising and 
adminis*reauion. And [ might say to tie that up to the 

Pe Ole, (hor Une mi pemie Divi SlOn yOu must pear Tn may. 
Have increased the cost of the sallons there and that is 
the reason wa show the loss on that statement of eighteen 
thousand odd dollars, and it is tied up in the two bottom 
Lines Ol ted Sahedule. 

PI Cot iver hie view teavement . Gl cag Lo call it. 

nme dietely tOllowing On G, called Prorit and Loss “Analye= 


Sie. EyNpcoaucus, 1958, that really shows a profiad on ine 


basis of thai sll .935.10¢ 
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Without the allocation of advertising and administration 
or depreciation on the sub-station plants. 

ileyou do thaw, Uerore we ego to the P. &@ Lb. statement jas 
all, if you had charged depreciation on sub-station plants 
and administration expenses on head office salaries ar 
all that sort of thing, can you say what would have 
happened to the apparent profit of $11,933.18? 

It would have been wiped out. 

Let us go to the figure of $30,395.30, which is the total 
head office mark-up on gasoline, kerosene, distillate 

and. Lue) OL? 

Yes. 

Would you explain that $30,395.30? 

AS i said, the actual purchase of gasoline, kerosene, 
A2etibLete and Tuer Olls, the transaction in the purchacs 
was handled through the heaa office, “and the bilis: were 
paid from the head office, and that merchandise was re= 
Billed to the alperta Division im excess of our costs. 
That 330,000.00 is brought down in below there to 
reconcile the statement. 

You may say that the $30,595.30, your mark-up from your 
head orrice;, would look after the head office? 

Yes. 

{fs it stiil true then that this, without charging--- it is 
still true it is made up without charging depreciation 

on sub-station plants and without advertising? 

That statement there is merely to reconcile the two 
statements. 

Take the $30,395.30 away from the .$11,933.18---- 


That $11,000.00 is the net balance. 
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if you take away from that or Gharce arainst 1% the heed 
office mark-up of 020,395.30---- 
You would not charge that against it. That has already 
been tecucted ?. 
You have taken it away. It does not show your true position. 
You actually have the head office expense. This Alberta 
Branch. cannot le Lert owt Gn the air. Lbewould not Punetion 
Without the Neat ClrIcs w@harges and expenses? 
No, but we cannot say if that »30,900.00 is actually 
represented by this and this and this, actually to 
represent the depreciation, advertising or administration. 
Ii ia On 8 percentage basis. 
Pie tre. ut at een ex erSse sit ls & Lesitiaene 
e6xpense; in the head ofricey 
That has inereased the price to the Branch. 
Because the Branch is entitied to be charged with the 
Sepeise Tn part Ol operating the reed office? 
Yes. 
Your (own time is spentoin pert in looking after the 
Alberta business? 
That is true. 
And, therefore, the «lberta business should bear a portion 
om your salary? 
Tirat) 1S Corrects 
Perhaps 1. ax not understanding. Mr. Cottle is sugresting 
that all you are saying is that you do not know whether it 
Lee vOO MMO) Ori tom iLlbtley 
LteLa islishtlyyvin €xeession!- the basis of sales. 
Why not take the $30,395.30, which is an expense? 
XG6. 


AnG assume it to represent whatever you want to ca’l it, 
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depreciation on sub-station plants or advertising or 
administration, expense, or executive. salarics and. iso: on? 
Yes. 

and take the 330,000.00 and deduct it from your apsarent 
profit of ¢£11,923.18 -.and when I say "deduct it" I mean 

to. Ghurge At against tit 

Vee. 

You, come, outwith precisely 218 ,46¢,.1l2 of aloes, and/as 1% 
strikes you there is nothing ,improper about that suggestion. 
ines, seems to be the true, way of arriving at your arue 
position? 

Yea 

Ald right, . There mishit.heye been a, Little, misunderstanding. 
Bani bit a" are Vour prinued. pr Laces. to. dealers.or 
lubricating oils, and the agreement which you enter into 
with the dealers? 

Yes, that is our credit price List’ on automotive ols eng 
greases only. 

Mr. Cottle wants to ask vou something more about G-l. 

What is.the basis of allocating the, allocatable costs 

such as General expenses, stock shortage andservice station 
expense.- what is the basis of allocating those on gasoline, 
Kerosene, distillate, -uelsoiis, ,lubes and. ereases? 

That has been----as I say, we have not been able to 
definitely allozate those expensés against these products. 
Ve have done it more or Jess on an arbitrary basis and 

the fundamental basis was the gallonage basis. 

The gallonage basis, the Alberta pvroportion of the whole 
Dominion gallorage? 


A@iualLly that.is not tmue, of course,.as far ag, lubricating 
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eee he Ws 
Ol end. ereaces ane concerned.) There isa very. smd) 
percentage there. 
What is the basis. Mr. Cottle has to know these things, 
Mpss Tew,.tor.nis,owngwork. 
in abrivangieat toad, we eliminated lubricating oils and 
ereases. in other words, we knew very well what our 
expenses were on lubricating oils and greases. 
How do you know that your general expense on lubricating 
Ol1lS atic sereases) wase9.08,centas »If, you-would Like, Mr, 
Tewjeit) shes. is,something you have not considered and you 
could take tize to consider that and answer me later. 
Lea yvOumwe nhs to -cons hae r wat. EGamight; help.if Mr. Covtis 
had a talk with you and then you went back on the stand 
and..explained it in the light of your;conversation with 
Mr. Cottle? 
Yes. 
We now go to the balance shects and profit and loss 
Summaricayand you file two, one for L967 and one for w9Se7 
The reason for that was you asked us last year to file 
feet for bOS7 end,19S8 if iterers completed. 
Have you anything you want to call attention tc in the 
balance sheet and the profit and loss summary. By the way, 
thas is forgthe Alberta business. ; dt.is calledsalgary 
Division but you call the Province.of alberta your Calgary 
Division? 
Theat 28.conrect because the whead office and the office 
buildings are in Calgary. 
HOVedoyyou account Tor the. considerable cifference in 
the two years' business. tou had a loss in 1937 of 


#33,827.59, and in 193@, °18,462.12? 
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We had aconsiderable increase in gallonage in the sales in 
the year" l7oei “AS a matter of fact, our Calgary Division 
led the other Divisions in the company. 
Bxhibit "179", statement of gallons sold, shows Canadian 
Ori *Conpanles in 1967s 1 y724, 787s ‘ealtons, and in 193e, 
2,296,549-4/7 gallons? 
That "would ve the “reason for 1v. 
You say that has a lot to do with it? 
Absolutely, yes. 
MR. COMMISSIONER DIPSETT: That figure of $18,462.00 in 
1998, is that a profit? 
MR. FRaAWIAY: No, that is a loss. 
MA. “GOMMISSIONER LEIPSETTY A loss each year? 
MR. FRAWIEY; Yés, they reduce their wogs 
Prom 60,000.00 in. 1957 to gle, OU0s00°in P9oee “in yo 
had not charged the Alberta Division with that mark-up 
you would not have----well, it is right on here, you 
would have shown a profit of $11,000.90 in the Alberta 
Division? 
fra -ters right: 
But the fact is that the company is managed from Toronto? 
tues is right. We s@evualiy made no bookkeeping entry 
On “ina, as “larsas Toronto is concerned « 
MR. FRAWLEY: Now, I think we will get Mr. 
Tewts views on some of these general matters. 
THE CHAIRMAN: Jill you ascertain whether his 
company is an independent company? 
OR? WFRAYGEN-? 2eoy iat “re my “very 2 irs sy 
question. 
What can you tell us about your company, lir. Tew, where 


it is incorporated, who owns it and its affiliations, if 
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any, and so on? 

I ean tell you, Mr. Frawley, that our company went through 
arenhange lm ownership asrat January of this, yearn... We ee 
controlled by the holding in stock by the National Refining 
Company of Cleveland, Ohio, and their interest----- 


Youaweue, ommed prior to let, Janiary,1949 , through stock 


control by the National Refining Company of Cleveland, Ohio? 


Yeo. . Ti6y, eae Metter ios fact, aid not dictate, our, polipiea 


or anything else, but we used their brand names. 

You used jtheir brand sames. But ney held the. majority 
OP LER .8T OGk-7 

ThaG .25 corres t.. 


and the balance of ths stock ~--- 


THE CHAIRMAN: What is the name of that company? 
MR. PRA TLBY: The National Refining Company. 


Do you know whether the National Refining Company is in 
turn owned by any of the other major companies in the 
United States? 

Not at that time it was not. They may be at this time. 
They got some new money in there. But we have severed our 
COuneetioOn wholly. Ati that tine, atethe.first of the year, 
Nesbitt, Thomson & Company of Montreal purchased from the 
National Refining Company their interest in the company. 
Now, it is a wholly owned Canadian company and controlled 
by) the firm of Nesbitt, » Thomson. 

THH CHAIRMAN : Who are Nesbitt, Thomson 
acting for, do you know? 

AeeLervasgel skncw thesijare .ecting for themselves alone. 
They do control industrial corporations. 

MR. FRa'VLHY: jet me understand. Is there 


anything further you want to. add. it may tbe of some 
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historical interest. Prior to tie wntroduction of 
Nesbitt, Thomson, you were owned by the National Refin_ng 
Company of Cleveland. ‘Who owned the balance of the stock. 
Yas it distributed among the publia? 
it was distributed among the publicyjabsolutely. 
and the Board of Directors was elected, I suppose, at the 
instance of the National Refining Company? 
AS @ rule, yes. They had representatives, on the directorate. 
Did you have any other commercial relations with them 
except to use their brand names on oils and greases? 
They ab One Came placed ordérefor us for crude oi. 
In other words, we bought through the States and they 
placed the orders for us. They were set up to mke that 
transaction [or us. 
Theat is when you were, as you are gtill, taking american 
crude? 
Yes, 
The purchase arrangements were made by the National Refining 
Company? 
Nea, 
anor aelivered to vou by pine. line, © suppese, 42% Petroiay 
Yess , 
Now, getting back to the Imperial Oil, was there any control 
of any kind by any other Canadian corporation prior to 
THe first of vanuery,. Lys : 
Absolutely none. 
TOU were, Thuependent of, toe imperial’) or British american 
or any of those companies? 
Yes. 


On the first of January,,1769, Nesbitt, Thomson, 4. Company 
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acquired stock control? 


By purchasing the interests of the National Refining Company 


wholly. 

By purchasing in one block the interests of the National 
refining Company? 

Yeas 

he National Refining Company 18 now e€liminated and 
Nesbitt, Thomson is substituted therefor? 


Yes. 


Has there been an election of a new board since that time? 
Yes: 

Phe New board is elected, © take 1%, then at the anstance 
of Nesbitt Thomson interests? 

Yes. 


Uan you tell us Who whe cirectors ere at the moment? 


“ 


A Reve Not got Ren Delores me how but I Can" though tell 
you pretty well from memory. The only change they made 
in the vrivr board was the ¢limination of those directors 
which represented the National Refining Company and in 
tneip place they substituted their own men. Thomson 
HimSselE, Gr Lpetence, and Nesvi th, "1 believe, DS) & 
director. and John Irwin, who is associated with them, 


and Brigadier-General White of Montreal. They did not 


disturb our present directorship or cur present management. 


We convinued On there with’ the same directors only Tor 
those three who were on the board from the National 
Refining Company. 

Mr. Irwin was formerly President of the McColl-Frontenan 


Company? 
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Ga H. DPews 
That is correct. 
And the Texas Company took over control of the MeColl- 
Frontenac Company. I am risht about that, am I not? 
That is right. 


And Mr. Irwin was eliminated from the directorate at that 


Of the MceColl-Frontenac? 

Leas 

He then went into your company and he now is a director 

of your company? 

There was 4 period-of time between those changes. 

When he was out? 

Les. 

Is he also an officer of your company? 

Mr. tevin is President; 

Who are the other officers, perhaps you can tell us? 

Mr. Littlefield, the former President is Chairman of the 
board. Vir.’ Frank C. west is Vice-President. “Mr. Thomson, 
- Velveve, Is e180 Vice-President; and the othe r officers 
remain the same, the Secretary of the company and the 
Treasurer of the company are the same. 

Now, there has Deen no chanzse in’ your Western Canadian 
Operations at all. You are still marketing----- 

It has not been disturbed. 

Are you marketing elsewhere in “Jestern Canada? 

Ne are Merrepinie ell TWiponegn the wesy to The Be. Us Dorder. 
in Meanriopa you are marketing only. You are not Pet inine? 
No, we ape not refining. 

Prom wWiom do you purchase aill-your requirements, or trom 


whom do you purchase your requirements in Manitoba? 
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Gees Neh ae 
We buy again, depending on price, but I understand the bulk 
OF Lh Ge Purchase from the Imperial Ci. | 
Woule the record for 1936 be somewhat similar to what £ 
reag@ you here inVyourvalberta purchases? 
L would? think so, but Mrs Beamish could tell you. 
And the sime for Saskatchewan? 
Yes. 
Do you market in British Columbia? 
No. 
How much of the stock is held by Nesbitt, Thomson now, 
andthe) TP An tereste, am Now mich is in the hands of jie 
public. Is it just 51% and 4947 
It might be slightly more than 51% but it is not a great 
dealsmore. Where te etill the seme amount practically as 
there Was in the bands of Bhe public. Our stock Ps Held 
to a certain extent as an investment by some of the larger 
insurance companies, for instance. 
THE CHAIRMAN: 51% to Nesbitt, Thomson, or a 
little better? | 
MR. FRAWLEY: Yes, 51% to Nesbitt, Thomson. 
Have you anything to show whether you mde a profit or a 
LOSS Gm four Whole Operations in Loss? 
UR. PLOTKING : CT want to point out that when 
Mrs Hill wes on the stand) eariier in the Hearing, Ne Gade 
the statement he was the President of the National Refining 
Company and that he was icting President temporarily 
tO reorganize the company due to the fact the Standard Oil 
of New Jersey had purchased the company. So that we want 
to keep that im mind in dealing with thisscompany or at 


Least Sm listening to this evidence Tor. the operations 
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prior to January, 19387 

I understand the National Refining Company,at the same time 
they relinguished control of our company, went through 
considcrable reorganization and change in their management. 
MR. FRAWLEY: f do: not know whether it matters, 
but do you infer from that that the new owners of the 
National Refining Company went out to find a purchaser of 
its Uanadian company, wanted to get rit of their Canadian 
company? 

They had considerable holdings, I think, and this hanpened 
before - I think we may assume that they required the money 
and this was an opportunity of raising some money. 

The National Company? 

Yes. 

Whieh Standard company was it that took over the National 
Refining, do you know? 

i Could NOt say, odo nat kro. 

Now, did vou make a profit or a loss on your whole Canadian 
operation in 19387 

We made a profit. 

Por Lvov (and Dor [ISG + 

(ese Ore the prime: palance sheets, It iS probenty 
available in any point. That is the 1948 balance sheet. 


We might file this, Mr. Chairman, and ask him something 


about it. 
THE CHaIRMAN: What is that? 
MR. FRAWLEY: Ralanee sheet and profit and 


loss account and surplus account, 19358. 


(DOCGUMENT IN QUESTION IS NOW 
MARKED EXHIBIT "550". ) 
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“his atatement shows’ a net profit for the yar on the 
WHOLE -Operavion Of o4c,o1/.0.. Now, is ait a fair 
question to ask you why you continue to do business in 
Alberta when you are losing so much every year. How Long 
have these losses been in existence? 

They have been in existence for some considerable time. 

T would Say eince the year L969, at any rate. 

Since 1900 youl weave been losing every year? 

AS far as this Division 16 concerned, on the basis that ine 
statements are made up. 

Well, with the head office mark-up, which is an honest way 
Or setvine 1G UP, (LS Lt mots; tre Pew? 

Yes. 

It scems to me 1t should be. It is perfectly absurd to 
show results of your operations in Alberta as though there 
Were moO head Giiice or no head office expense, would 12 iow 
be? 

That is correct. We continue to do business in Alberta 
because Of our reputation in the oil industry. We are 
probably thinking more of the representation in Bastern 
Canuda. We are an old company. Ye started business out 
here in 1908 end we enjoy quite a position within the 
ingisiry 17seli.~. And we heve,' as you notice from our 
Sales, we have increased our sales and reduced that loss 
Loom wo; WOO. We expecc TO continue to inereese our 
sales and cut down on that loss. We have quite an invest-~ 
ment in this Province, and naturally we « want to get a 
fair return on that investment. We have run in the 


pest few Veers at ae -consideravle logs;' for ins. tance,’ on 


pad debts whieh ccturred around, 1929,° 1950 and 1931. 


Thav Te °met rer lected wear course, in 19S? , or the 1938 


stateme nts? 
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Ge pe Tews 

No. We have taken the loss prior to that time. 

You would show a pretty heavy accumulated loss starting 
with 1929, wouldn't you? 

Yes. | 

Hevea OM Som hated 1 sors 7. 

IT have it here for the years 1943 to 1948, and the average 
was, according to the Alberta statement, around $25,000.0C. 
But, of course, there was the mark-up on products included 
in there, which is arbitrary, as to whether the mark-up 
ineluded these costs or not. 

You speak Brout that Dbeine arbitrary. You hold tevtne 
basic fairness of doing it that way. You are only 
TOuNLed Wii Whether it’ as just exactly right or not? 
Yeor? thet 16 Pigmts 

ena yine head office will eontinue to be there whether vou 
had the Dusiness in Alberta or not? 

On; tyes 

Your Shareholders are just putting out 925,000.00 a year, 
VOuUopay, tO Keep you here in’ the Alberta Division? 

Yes. 

LoyoOuner WOorder your henet profit for 1938 would Mare) been 
$3425000,00, plus GI8,000,.007 

Yess 

Mr. Cottle suggests if you gave alberta up your mark-up 
against thevothéer Provinees would have to be increased. 
DO you @eree with that? 

MR. JOMMISSICNER T.IPSETT; I suppose the volume of your 
lubricating oil sales might be reduced if you gave up 
Alberta? 

That is correct. ‘We sold some 90,000 gallons of Enareo 


motor cils in the Province. 
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NOw, wouhlest theimenetit| of that in the refinery end, 
that much extra volume in your refinery? 
Yee piutnet exirajjvolune win ourerefimersy. . and we @re. a 
National Canadian comoany doing business right from the 
Maritimes to the Rockies. ‘Je built ub this reputation 
thet we Welk about amd.ithere are considerable of our 
customers, for instance, doing business in the Province 
of Alberta that we do busiie ss with in the ast and they 
naturally expect us to look after that business for them. 
LI think any business organization that advertises 
nationally and is nationally known throughout the Dominion, 
that they try to get distribution throughout the whole 
country. 
MR. FRALEY: Surelyionhy if they can do it 
profitably? 
Yes. Buvpyeasolhisay, we intend ito do ite»profitably. in. the 
Provines; of “Alberta, “We came in here and made an-invest- 
ment: in the Province and iwe naturally intend to get.our 
money back on that investment. 
You are ca opuredy mjobberwoperatbions,. You ane, purély A 
middleman and you come in between the refinery and the 
consumer? 
wecvueabtivys wepareenot @ gobbereas, far,as+our lubricating 
Oils and greases are concerned. Wé manufacture, not in 
this Province but in the Dominion, our own products of 
lubricating Oils+and greases. We,may be,looked upon.as a 
JOUbereasurary as gasoline is concerned. 
Youvcnersc ~your epreases and Lubes into the Alberta 
marketing division at a certain price, but that does not. 


make you a jobber as tc those products. That is just 
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getting them to destination? 

Da yo ee ee ho. 

But don't you think you are really far away from the 
refinery 200 that as pernaps, why vou Lost money on aour 
Jubes and greases, that is that big freight item there? 
That is’the item of freight. 

YOURE Tess ohne way Crom your verinery Tor lubes and oreases. 
And the only thing you do, as far as Alberta is concerned 
On White poode, vou are purely @ ‘buyer and’ a, seller, and 

1, as Nob occurred’ sto you that the reason you are Losing 
money 1S Detause Sa 4ouber Operavion or your particular size 
and your sarticular kind of distribution is not profitable 
and cannot bé made profitable? 

Y6e, we expect 1% to be made profitable. 

You think you can make this operation orofitable? 

Yes. 46 you notice, the reduction in the loss between the 
CHCEVo ate. loot ol fooe. it We COntanNe, df we dowbiges 
for instance, our sales of lubricating oil our expenses 
won't increase to the same extent. In other words, we can 
do a greater volume of business with the same expense that 
We ars i1nGuUrring at the present time; 

How.about the rest of Western Canada. It would not show 
any bstter than that, I suppose, would it? 

I have not these figures here with me. ‘Je are getting 
ticle OL ne recur tlon in freioht rates ac we move: 
further East, on these products, and I can guite safely say 
we do better than we do in, this Provinces. 

Because of the lubes, and. ereases? 

Yes. 
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But the lubes and greases carry you in Manitoba ant 
saskatchewan, but Alberta is a little too far away and’ 


thet shows red? 


A {1 would* say that offhand the freight rate is consideraple. 
2 MR. COMMISSICNER ZLIPSETT: Is the price of lubes and 


ereases to the public the same in the three Provinces? 

A That is correct. 

Q Mh. FRAWLEY: Do you think it is profitable 
to COntinNUuG Jobbing in ibis Province of white goode. ec 
you think your new owners have any intention of going 
into the refining business in the Alberta area? 

A Not to my knowledge. 

©, YOu Tee] yOu ere Setting a satisfactory spread from the 
reiinery in this Provinces or that you should be petting 
more? 

A Webi, jwe feel that the opread is ,quite fair in cemparieon 
with other parts of the Province. 

Q Other parts of Canada? 

A Yés, I mean other parts of Canada. as far as we are 
concerned, it is mainly a matter of the gallonage in each 


Proyines and the percetnage we are receiving at. thei presents 


time. 
Q There Le no hope “lor you to depart from the Imperial on 
price structure downwards, certainly as long as you are not 
making a profit? 
A No. The uniformity in prices, that is mainly caused by 
the severe competition, I would say, and the mere 
sameness of prices would give an assurance of price fairness 
and free competition. 
© What I mean by this is that the Imperial Oil tell us that 


they have a distribution system - we know that to be so, 
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from Coutts to Grande Prairie’ 
thew Lace Os 
and when they fix their tank waggon at 164 cents in Calgary, 
which, you undérstnad, is the price all over Alberta, 
execpt in Southern Alherta, from Claresholm north 
the price is 16s cents, and the only difference from Calgary 
16 a pure question .cr freight? 


Yes. 


(Page 12,650 follows. } 


Q 


Ley b SO. 


They say they fixed this 163 cents because they have the 
whole map in front of them and they have the thin diluted. 
areas out in the Hast part and they have the far away 
places, diluted areas there, as well as the thickly 
settled places like Calgary and #dmonton? 

Yese 

You have not got that, and I wondered why you have 
selected places with your eyes open, only where you 
choose, you have presumably 16 good points at which to 
sell? 

Yes. 

Where the gallonage should not be all diluted, where you 
feel you are Warranted in going in, 80 why do you 
have to, why couldn't you make up your own price list and 
depart from Imperial at those 16 points? 

We could not hope to obtain a greater price than what 


they sell their preducts at. 


WomAlid=455 

THI: CHAIRMAN: And you do not want to make 
it less. 

Like FRAWLEY: I mean do you think, what 


LT am thinking about whether the jobber, whether -the 
consumer can look to the jobber, you are a typical job- 
ber operation, can the consumer look to you for any re=- 
duction in tank waggon price or must we just stay with 
the Imperial and give the other marketers just a super- 
ficial examination? 

I think perhaps ture Beamish will be able to answer that 
guestion as to any deviatimin the tank waggon price but 


so far as I know there are no deviations. 
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It is not because you have made any arrangements with 
Mrs Halverson to keep to his tank waggon price? 

No, it is just that we cannot afford to go out and in- 
crease our prices or decrease them as well. 

THE CHAIRMAN : We will recess now. 


(An aCjournment of fifteen minutes was here taken). 
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MRe PRAWLEY: Now i:ir- Tew, do you want 

to make a further statement on the basis upon which the 
profit and linss analysis by products for 1938, Exhibit 
Gel, was made out? 

Yes,.Ll dn Mr. Frawley. I pointed out to Mr. Cottie 

there during the intermission and he asked me a question 
as to how the general ex penseallocated against Lubricating 
oils and greases was arrived at and that particular ex- 
pense was arrived at by taking all our expenses from our 
expense schedule shown there and taking from there any ex- 
pense which we knew to be against the lubricating oils and 
greases and that figure was arrived at and found to be 
9.08 cents. 

MRe COTELE: Then the balance, iir. Tew, 
you apportioned to gasoline, kerosene, distillate and 

fuel oil in proportion of the sales value? 

Of those products. 

MRe FRAWLEY: There is one more question, 
Mre Tew, with reference to the mark-up of 30,595.30, 

that mark-up includes the head office expense and de~ 
preciation on sub+stations? 

Yese 


How much of that figure is depreciation on sub-stations? 
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The figure for 1938 actually written-off on the head 
office books against sub-stations amounted to $4,116.79. 
Possidly a fairer manner in which to allocate the ex- 
penses incurred by head office against the Alberta di- 
vision will be on a basis of sales. I think that is 4 
fair and accurate way of doing it and our Alberta sales 
bear a percentage of 5.52 against the total company 

sales and 5.52% of our head office expenses amount to 
@60,0452.72 which you will notice is less than that 
30,000. 

As compared with the 460,895.50? 

Yeas 

In other words the $60,395.80 you would estimate that the 
difference, being approximately 48,000, would be profit? 
Yese 

WR. FRAWLEY; Now iire Tew, there are some 
Other questions I want to ask you and if in any instance 
they may be better agsked of iir. Beamisn or Mr- Ciley you 
might just 3ay so? 

You refer, wire Frawley, to that list of questions which Was 
Submitted to us. 

Yes, recently? 

We covered the first two questions and I think about any 
other case lir. Beamish may be more able to answer than I 
Cali. 

MRe FRAWLEY : That is all then, if there 
are no further questions, 

THe CHALRMAN: any questions, have you any 
questions, ivr. Helman. 
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THE CHATHMAN: ir. Nolan? 
MR. NOLAN: No. 
MR. FRAWLEY: Thank you. 


R. LLOYD BEAMISH, having 
been first duly sworn, examined by iir. Frawley, said: 
Mire Beamish, you are the Western Manager or Western 
Marketing zsianager for the Canadian Oil Companies, Limited? 
Western Sales Manager. 
And the Province of Alberta comes within your juris- 
diction? 
So far as sales are concerned, yes. 
Now the product actually moves, you sell gasoline at 16 
points in Alberta at wholesale? 
Yes. 
And you have dealer accounts which are served from tkose 
16 bulk points? 
That is right. 
And the product actually moves how to thos 16, physically 
how dves it get to the 16 bulk plants? 
Et moves tc 13 of them in tank cars and the other three in 
transport. 
And what are the three where it docs not move by railway? 
There is Brooks, Vermilion and Westlock. 
Well why would you move to Camrose say by car, by tank 
Gar, and to Vermilion by tank truck? 
Well that is really in those three points I mentioned, 
they are new points that we opened this year and we are 
more or less you might say experimenting with the market 
in that particular territory and as soon as we feel that 


the market is there for our products we will certainly 
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put in our storage tanks and move it by tank car. 

One reason then is that you have not got much---- 
nufficient business. 

sufficient business and you have no great amount of 
storage at those three new points? 

With the exception of underground storage that is all. 

Underground storage? 

Yese 

Do you not regard underground storage as being adequate 

to take care of the needs of a point Like Vermilion? 

We do at the present time but we do not think it will be 

later on, or we hope not anyway. 

Is it not only a matter of increasing the underground 
storage, is there any particular virtue in vertical 
storage as agaiust undersround? 

Yes there ise They both have their advantages but so 
far as vertical storage, we have aiways looked upon 

vertical storage as being the proper set-up for dis- 

tributing petroleum products. 

Whether you move by railway or dy highway? 

We usually like to move by railway. 

By railway? 

Yeas 

You have not been converted to truck movement at all? 

Partially. We are, as I say, experimenting more or less 
at the present time. 

And Brooks, Vermilion and Westlock are now getting their 
products by truck? 

Yes. 


All the way from the refinery? 
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All the way from our Calgary plant. 
You see Vermilion, it strikes me that lir. MacKenzie, 
the Great West Distributors, has a bulk station at 
Vermilion? 
Yese 
And that is entirely a movement by truck to underground 
storage at Vermilion, I do not know just what his gale 
lonage is at Vermilion but do you not think that he has 
adequate facilities there to supply the wholesale trade 
OF the Vermilion distriot? 
Well I really cannot say, not knowing his gallonage or 
what his storage iS. 
I mean you can inerease, so far as the number of barrels, 
you can put as many barrels underground at you can above 
ground? 
That 28 rights 
There is no virtue intrinsically in the vertical overhead 
storage, is there? 
No, other than probably the expense might be a little less 
in connection with overhvac storage or above ground 
storage. 
Yes, well there is that and then of course if it is a high- 
way movement then the underground storage seems to be in+ 
dicated, does it not? 
Yese 
And if it is a rail movement the vertical storage seems to 
be indicated? 
Ses.) view oir ae Ney « 
THE CHAIRMAN: There is Mre Plotkins' 
suggestion of getting away from risks and expense of op- 


erating electric pumps by elevated outside storage. 
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Q MRe FRAWLEY: Yes, that is probably what 
you mean, when you have vertical storage you do not have 
to have electric pumps? 

A That is what I meant in the cost of operation. 

Q That goes for vertical storage as against underground? 

A Yes, you can always fill your barrel or your tank truck __ 

- “by.gravity by overhead stozage. 

a) And is the cost of storage, the cost of installation 
greater when it is underground than when it i8 overhead? 

A Well that of course would depend on the size of your un- 
derground storage»> JI would say if you got up into heavy 
underground storage the cost would be greater thin above 
ground. 

Q And I suppose in anewer to my lest question, there is no 
necessary connection between Highway movement and under= 
ground storage, you coulc have a highway movement and 
vertical storage? 

A It is something which has just grown up you might say. 

Q It is very interesting and have you been very long in 
the distribution of petroleum products? 

A Well in the West I have been some 10 years. 

Q De you see a trend towards highway movement growing in 


this Pro vince? 

A Well there has been a trend in the past but probably with 
the new freight rate we hear about, it mey effect the 
picture. 

Q The railways may have just suddenly stnpped it very ef- 
fectively? 

A That is right. 

Q THE CHAIRMAN: What do you say about the 


deterioration in the oi2 above ground as compared with 
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underground storage’ 

A Well we have not completed an analysis along that 
Jine as yet but I would say my personal opinion would 
be, I would say that deterioration in the product, 
evaporation ana loss would be less in underground 
storage than adove ground stcrage. 

Q Yes, less evaporation? 

A So far as the product itself is coneernea I believe the 
produst might maintein its quality longer in under- 
ground storage tnan above ground storage because you have 
not the heat to contend with. 

Q MAJOR LIPSHTT: Has heat anything to do with 
the evaporation loss? 

A Oh* yes, -very tluch so. The heat on a storage tank of 
course it raises the temperature and evaporizes the light 
ends of the product and if you have not proper vents, the 
vapours may ¢O up inte the air and add to the loss. 

Q, MRe FRAWLEY: Now the only movenent then 
you say, it is rail movement to all of your 16 points 
except these three and when you truck to Vermilion, have 
you the rates which you pay? 

A I have not the wutes but we can supply you with them. 

Q, You have not got that, bir. Giley might give them to you 
and you can put them on the record? 

A Net at the moment. 

Q THS CHAIRMAN: Why do you say vertical 
storage in your opinion is the proper set-up? 

A The vertical storage? 

Q Yes? 


A Well if you are running a station we will say where you 
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need storage for about 10 or 12 thousand gallons you are 
going to Inve to put a very very big hole in the ground 
and a lot of storage tayks to take care of that and that 
is costly and then there is another angle and that is 
with your underground storage you always have to pump 
from the underground storage. With vertical storage, 
outside of some times you have to pump into it, as a 
rule you nave to pump into it but you do not always have 
tO pump out. You can fill by gravity and there is a 
considerable saving there because filling a tank your 
pump runs steady but filling @ drum or filling a tank 
truck your pump runs at intervals and tht is more costly 
than a steady pumping. 

MRe FRAWLEY: Well I would like to have 
the rate, you pay them so much per gallon? 

No, i believe it is based on a miieage basis. 

Per gallon per nile? 

That is right, yes. 

If you could let us have those figures at the three 
points, those are the only places, the only wholesale 
points served by truck? 

Well we have, for example at some of our points where 

we sell a high grade kerosene, the sales do not warrant 
the transfer by tank car and it is at very few points 
but we transfer our high grade light kerosene by truck 
but that is only on account of meeting the demand. The 
sales are very low. I think last year some 28,000 
gallons in the whole Province. 

Now in addition to these 16 bulk outlets where gasoline 


is sold at wholesale, I see from the list which I was 
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given dated 8th November, 1958 that you have a great 
many points where your goods are available for sale 
at wholesale’o 


A That is right. 


(, How dc you explain that? 

A Well those are dealers who are, they are selling whole=- 
Sale and they are serving the farming trade in that 
particular territory in which they are located. 

Q, You see I show you the list dated Sth November, 1948 
Which contains a list of all of your retail dealers, 
wnolesale dealers, company agents and company service 
stations, thet might be a useful list to file-am I want 
to ask you something about it. Is that, Lt ake it that 
is a true and correct list, that came to me from hir. 
Poors iy) OL. Toe c 

A Yes, I would think so. 

(STATEMENT PRODUCED HERI 
HWARKED AS HERHIBIT "551"). 
Q Now just being specific and taking a point+--- 
THs CHA TituéN: what is this? 

A It is a list, Canadian Oil Companies, Limited, a list of 
retail dealers, wholesale dealers, company agents and 
company service stations, four items. 

Q, WRe FRAWLEY: Now let me tell you what 


appears tc fie to be something new about this, the Imperial 
Oil set-up is that they have some 200 or some agencies 
throughout the Province where commission agents operate 

and farmers are supplied, consumers generally, principally 
farners of course and dealers are supplied through delivery 
made to those two classes of customers. Wow as I take it, 


those are the only what you might call the wholesale points 
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in which Imperial goods are available for purchase al- 
though they have what the oall or what has been called 
for them "Inland dealers", where a dealer adjacent to 

the Imperial agency in some general area, would make 

some wholesale delivery on @ purchase ari sale basis and 
get some extra commission for doing it. Now with that 

as a background, can you tell me what these whvlesale 
dealers are doing, you see herve is what is bothering me 
exaculy, 2. tind On the whelesaie 11st’ CO. n. Morritt, 
sen.or, Strome and I see at Camrose, C. H. Moriftt, 
Junior. Now will you just tell me what the difference 

in those two Morfitts is? 

Well the Morfitt at Strome is the father of our agent at 
Gamrosee There is Lo ecnnnection there insofar as our 
dealings are concerned but Morfitt at Strome is a dealer 
and he is supplied with his produets from Camrose and he 
in turn sells to the farm trade, that is he sells retail,and 
sells wholesale at Strome. 

Oh, now let us see what his set-up is; at Camrose kiorfitt 
dunior is your agent? 

That is right. 

And he sells just the way the impevial sells at Camrose, 
tc make it simple? 

Yese 

Generally speaking? 

Yes, but we do probably a little more distributing to 
what you might call inland dealers than the Imperial does. 
That is perhaps the answez, these ae aes these wholesale 
dealers are what Dr. Frey called, tome anyway, "Inland 


dealers"? 
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You could class them as that, yes» 

Now what is the mechanism between Strome and Camrose, 
would be get his supplies from Camrose? 

He would, yes. 

Now what would be the mechanism of that operation so that 
IL will understand it? 

Well he would call on our agent at Camrose, that is ilorfitt 
Junior, and lLiorfitt Junior would fill the order, whatever 
it happenéd to be and would deliver to Strome. 

Yes? 

In this particular case it happens to be his father but 
there is no connection. 

No? 

Then wiorfitt Senior at Strome he sells direct to the farm 
trade. 

what has he got first, what is his set-up, has he a 
warehouse? 

I believe he has a warehouse there, I am not just sure on 
that point but I believe he has a small warehouse for 
storing drunis >» 

So it is delivered from the Camrose bulk agency to Morfitt 
Senior’s warehouse, a stake truck of drums we will say? 
Yese 

Lt is delivered into his warehouse and then the operation 
so far as wiorfitt is concerned, it is finished? 

That is right. 

And he is charged what, it is a sale of course? 

Lt is a sale. 

And what is he charged? 


He is charged regulary dealers" prices, that is tank truck 
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prices less the 1 cent commission. 

Just the same as though it were a serviee station in the 
town of Camrose? 

That is right but~--- 

Yes? 

But if he makes a delivery. if he delivers that merchan- 
dise out into the country---- 

If who delivers? 

If Morfitt Senior. 

Before we get to him, I want to understand clearly where 
Camrose ends. He makes delivery to tiorfitt Senior with 
the warehouse in Strome of 4 stake truck load of drums 
and morfitt Senior pays the Camrose posted tank waggon 
less 1 cent? 

No, he pays the Strome price less 1 cent. 

He pays the Imperial's Strome posted tank waggon less 1 
cent ? 

Whatever the price if 1n that particular district. 

Well you have no station at Strome? 

Nos 

No bulk stati on? 

Noo 

So I can take it I suppose that it is the Imperial's 
posted tank waggon at Stronme? 

That is right because that is the competitive price. 

And he pays them just as though he were a retailer? 

That is right. 

And so far as you gre concerned he may be selling at 


retail, he may have some vending facilities there? 


Oh he has, he has pumps there. 
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5o he pays that Strome posted tank waggon less 1 cent? 
That is right. 
And then he sells same of it at the retail price through 
vending pumps? 
YeSe 
And he sells some of it, as he receives it in barrels? 
That is right. 
Now what does Mr. Morfitt Senior sell at, what price does 
he sell those goods at? 

He sells at the established price in that area. 
He sells it at the posted tank waggon price at Strome? 
That is right. 
Now he has paid at Strome less,1 cent; . at Strome's 
posted tank waggon less 1 cent and he sells et Strnme's 
posted tank waggon? 
ie et 

So he has 1 cent on what he selis at wholesale and then 
he has 6 or 4 or 5 cents on what he sells at retail? 

Of course if he delivers into the country---- 
Yes? 

With his own equipment then we pay him what is called 

the haulage allowance of 1 cent a gallon. 
Now then he has this stock of barrels and if a farmer 
comes in and takes it away from his warehouse he will 
have a profit, a gross profit of 1 cent? 

That 16 right. 

But if he delivers it out to the farmer he still has that 
gross profit, he still has the profit of 1 cent and then 
you recoup him for his hauling by paying him 1 more cent? 
That is right. 


Wow then on the transaction, let us go back to iiorfitt 
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Junior at Camrose, he has delivered a quantity of barrels 
or drums to the inland dealer,as he is at Strome? 

A Yese 

Q And what is the money transaction sn far as he is con- 
cerned? 

A His commission on that transaction or on that delivery 
is a cent and a half. 

Q, He charges, you have told us, the Strnme posted tank 


waggon? 

A That is right. 

ae And he, you say he does not bother with the Camrose posted 
tank waggon price for that transaction? 

A No, he sells at the Strome price. 

Q But just to keep this clear now, the posted tank waggon 
of Three- Star at Strome is 19.9 and at Camrnse it is 
LoeOr 

A A difference of 3/10 there. 

Q Now let us start With the farmer, the farmer pays at 

BStrome to your inland dealer 19.9; he pays that to the 

inland dealer at Strome? | 

Whatever the Strome price is. 


Let us get it in figures, it is 19.9? 


& & 


A All right. 

Q And the Strome inland dealer gets 1 cent off because he is 
an Ae Be A- dealer? | 

a That is right. 

Q And he gets Be Setettine cent for delivering it? 

A If he delivers it. 


Q Assuming in this transaction he delivers it? 
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Q 

A YESo 

Q That is 2 centse Wow then your net at this point, you 
receive 17.9 cents? 

A Based on what; you would have to take the average there, 
ute Frawley, you see you are working that based on we 
are paying him a straight 2 cents but-----+ 

Q This is just one transaction? 


Ji Terese, VA wr ight s 

Q One single transaction for the purpose of having it 
understood correctly? 

J\ All right. 


At this moment you have received 17.9 cents? 


A Yess 


After paying the inland dealers' commission and haulage 


& 


fee? 

A Thats pights 

Q Now them we go back to Camrose and he gets 1% cents on 
that, you have told us he gets a gross commission on 
that transaction of 14 cents? 

A That is right. 

Q gnd “that? ite ludes, that Le cent oni thetideal, must Look 
after his getting it over to Strome at his own expense? 

A Yes, that is haulage and commission. 

Q So that the company now has 16.4 cents, that is correct 
is it not? 

A Yes. 

Q So as iir. Cottle says, the total spread of 24 cents under 


the Strome posted tank waggon price, that is just the 
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arithmetic of it, 16.4? 

A There is a differential in there I believe of 5 cents, 
but if you take the 3/10 off that. 

Q it seems too bad we had to do all this figuring here on 
the -recerd but:7l think it, 2s inevitable. 

Q MAJOR LIPSETT: 3 Ls it mot. a figure of 15. 


instead of 1647 


MR. FRAWLEY: 290 | BLT 
MAJOR LIPSEHTT: Chan eae 
MR. FRAWLEY: Yese 
a MRe FRAWLEY: Now if this were a straight 
Bale by your agent at Camrose to a farmer, well just a 
few miles from Camrose we will say or it doesn't matter 
how far away but within reason, 8 or 10 miles? 
A Yes. 
Q If he made delivery to a farmer at Camrose the farmer 
would pay 1926? 
A The Camrose pricee 
Q The Camrose posted tank waggon price and on that your 


Camrose dealer would get a commission of 2 cents? 

A That is right. 

Q So the company would have on that transaction 17.6, you 
would realize 17.6 cents on that transaction? 

A I believe that is right. 
It is just 19.6 less 2 cents? 


That is right. 


As compared with 16.4 cents on the truck load which went 


through the inland dealer to the farmer in the Strome 


area? 
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A Tab wi eet Le. 

Q bo that it might be said you were out of pocket 1.2 
cents on the transaction by endeavouring to supply the 
farmer in the Strome district through the inland dealer 
from the Camrose bulk station? 

A Well you are comparing there, you are comparing a 
farmer transaction out of Gamzose with a dealer 
vransaction out of Strome. 

Q ne or 

& Now of course the farmer transaction out of Camrose, 
there may be one or two drums involved, where the 
dealer transaction at Strome it may be a matter of, 
and in most cases it is. at least 2O drums, so there is 


de 


the volume situation w ich has to be taken into con- 


sideration, 


(Go to number 12,668 ) 
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The reason you are willing to take the 1.2¢ is bevause 

of the extra volume you get? 

Towavcertain extents («It is a matter of iverage. There are 
some places where it works the other way. 

ft is perfectly legitimate, I supnose, for you to have a 
dealer at Strome supolied frcem Camrose which is akout how 
Many mi Lostie Itoyhks about. 20, om 25 midesun Thet, ieinotiteo 
far away to make a delivery. But suppose you had an 
ordinary dealer, susnose a garage at Strome wanted to be 
supvlied with Canadian Oil products, he would have to come 
to Camrose, wouldn't he? 

Yes. 

Would you be willing to give him a continuous delivery, 

the ordinary garage dealer? 

If he could take deliveries Jarge enough to satisfy our 
agent. 

Vela t, hevtooks ait in dumps of 2)0 gallons? 

He would have to take more than 200 gallons to go that far, 
There is 4 limit to the number of ordinary dealers, thet you 
can serve the ordirary retail dealers? 

Yes, we think from 40 miles we feel our agent can deliver 

in thet area quite easily. We also have to work it out 
so that full deliveries can be made. 
Why do you have these inland dealers? Why do you strive. 
to go so far away from your bese at Camrose through the 
inland dealer and out into the country, perhans 6 or lo 
miles frcem Strome? 

We must sunsly the aemand in that narticuler Ternitory 


for ous product. And it is profitebie for the agent 
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in that territory and our sub-station man or our agent 
seemsto feel it is profitable for them to make deliveries. 
So that that being the case, there is no reason why we 
should not. 

I think we have got the essentials of it there. You are 
paying extra commissions on thet business that goes through 
the inland dealer? 

Extra commissions over what you might call short deliveries. 
But please do not leave out the difference hetween the 
farmer transaction and the dealer transaction. One may be 


900 gallons or more and the other may be 45 ¢allons or 90 


gallons. 

You would have to analyse that volume of all the various 
shipments and so on. But if there was nothing but the 
garageman, the ordinary retail eee erat or service statim 
acceunt, the ordinary retail account,in Strome, you would 


endeavor to serve that from Camrose? 


Yes, 

25 miles? 

Yes. 

Is,there any limit? You only have 16 stations. You do not 
endeavor, to put it .brozdly, you do not enceavor to serve 
the whole province? 

You might say your limit is the limit the agent can go for 


14¢ a gallon. He more or less places his own limit on it. 


Your true agent? 
Yes, that is right. 


And the territory is limited by the distance he can go 
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Yes. 

If you had a bulk agent at Strome, you would do much 
better, wouldn't you? 

That is hard to say. Yes, I would say the csallonage 

would be greater because we would be able to distribute 

tb), Other dealers in -thet territory? 

But if there was enough volume there to warrant you putting 
in a sub-station, you woudid be much better off, vf course? 
I would think so. 

I mean better off then you are now by endeavoring to 

reach cut into the Strome area by the inland dealer? 

Yes. 

TE ChAanksthey 1b clear, Dat 2 want it on the record ior 
people to study and criticize if there be any ciriticism, 
Now I got off onto that subject by asking you about your 
trucking operations. That is the only trucking operation 
you do is from those three points of Brooks, Vermilion and 
Westlock? 

Outside of those points where I said we had small garages, 
for instance, lighting kerosene, and that is only a small 
item. 

Now you market in Southern Alberta at Lethbridge, Blairmore, 
Stavely, Vulcan, and perhens you could call Vulcan Southern 
Alberta. There is no new point opened up though? 

No. 

There is a reason for that. Up until this year you sold 

at Blairmore at so many cents under the Imperial Blairmore 
tank wagon? 


No, we sold at BLALTMOTEe.c.eeeeeceee 
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I mean you bought? 


> 


4 Yes. 

(2 You bought at Blairmore at 6¢ under 18.8¢, which is the 

Imperial posted tank wagon at Blairmore on 3 Star. But 

take Lethbridge because that was a discount DOIN ss ey out 

bought Acto eosoline, for-instance, or-whatever-you call 

your third structure gasoline, at Lethbridge at 15.2, less ap 

Peat. OLN te rou 

A NOL one a, uit nizee Or 

Gi, What did the Imperial do with you with regard to third 
structure gasoline at Lethbridge? May I tell you the story? 
The posted tank wagon price on third structure at Lethbridge 
was -~- I am not concerning myself with the new price - was 15.2 


less 2, or an effective price of 13.2. The posted price was 


15.2eebut-the-effective price: was,15.2 Less, 2% 

A yess 

Q 1 mean to the farmer coming into Lethbridge and taking 
delivery? 

A Yes. 

a) How ebout the jobber? ‘hat did he do? 

A “ell, Mr. Ter has probably those figures, anc maybe Mr. Tew 
can answer it. 
MR. FRAWLEY: TS wos 1532) ¢theyoosved 
tonk wagon? 
MR. THW: On what was that again? 


MR. FRAWLEY: Third structure Acto? 


& That would be Red Seal. 


, MR. FRAWLEY: At Lethbridge’ 
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- Beamish 

MR. THEW: Nhe pes 

MR. FRAWLEY: 15.2 is the posted tank wagon? 
MAR Ta: Yes. 

MR. PRAWLEY: And your differential was 


how much unde> that price, 5¢? 

MR. DEY oo 2SeCcoOrrecus 

MR. FRAWLEY: so that you did have to 
meet the Imperial differential discount out of your jobber'ts 
spread at those 20 or whatever number of points they put in 
this differential discount in Southern Alberta? 

Oh, yes. 

You had to bear the burden of the differential discount 

out of your own spread? 

Yes. 

Which really amounted to, what it really amounted to was 
that you had @ gross spread at Lethbridge of 3¢? 

TevoLs Cle « 

And the commission agent, your Lethbridge agent, had on any 
third structure gaoline , he got a 2¢ commission? 
Lethbridge is a salary point for us, 

Well, Vaulcan would be the same thing? 

“ell; Vulcan is an agency point. 


Vulcan is an agency point and it is 15.7 is the posted 
) 


tank wagon rrice less 5¢ is 10.7 and then you had to look 
after the differential discount of 1g¢, which woulc be %&09 
aml you would give your agent 2¢ on his sales of third 


structure gasOline, which would leave you le¢'at Vulcan’ 


SW histamine a ws 


That is not profitable, of course, is Lv? 
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“611, nol I would not say it is not profitable, but it is 
not very profitable, that is a certainty . 

You are faced with the situation this year a little more 
concretely in view of the Impsrial new propcsition to you. 
You have to buy it f. uv. b. refinery price, and you look 
after the freight yuurself? 

Peis pi) bolileve: thet is rigut.. 

Do you intend tn keep on selling Calgary-made gasoline 
delivered to t ese various points in Southern Alberta? 
sell, that of course depends un whether Fe can DuUYewr.seee 
we are free to buy any place. 

That .is just.the point. But I-said do you. intend to 
continue,to take gasoline from Calgary to these points in 
Southern Alberta against thst Montana competition and 
bearing ycur own freight burden as you ~<ill have to 

now this vear? 

I do not see any other solution. 


I think it would be worth while tu take Lethbridge. Let us 
see what Lethbridge is going to mean to you. Your laid in 
price of your laid in cost from the Imperial at Lethbridge 


will be whet, Mr. Tew? 


BER eyed Hist $ On what grade cf gasoline? 
MR. FRAWLEY: Third grade. 
MR. TEW:: 10.2. That is the price 


prior to last month. 
MR. FRAWLEY: No, but I am speaking about 
the new situation. 


MWR se Tatts The only copy I have is in 


there. Lethbridge, our sreen gas in Lethbridge isl2.6. 
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RR. L. Beamish 


Q Well, let us take the two, take the standard, that is, 
your, green gasoline, and third structure. 

G THE CHAIRMAN: ih wie 

4 And, Red, Seal is 11.8. 

Q, MR. FRAWLEY: YouLare ~iving us the 


Jaid inseostet Lethbridge? 


MR, THEW: Thetewis correct. 
IR. FRAWLEY: How do you make it up, 


so much at the refinery and so much freight on standard 


essoline? 
Mil o a ; Well BOT? 8 Cro oe 
A well Use diiterence “botvcen, tha gerinory end: .the laiesdown 


cost represents the freight rate. 
MR. FRAWLUY: whet are the component parts? 
What is the break-dcwn of the laid in cost of standard 


gasoline at Lethbridge. First, what is the figure? 


MR. THW: Le es 
*) MR. FRAWLEY: Léeteus: taker thet, 12,6 18 


the laid in cost at Lethbridge of standard gasoline? 


MR. TE: Correct. 
Mite DRAVIGY ¢ Made up of? 
Ma “DES I understand it is made up 


from the, based on the price at the refinery plus the 


freight to Lethbridge. 
by MR. FRAWLEY: And you have not got those 
figures? 
T have not got the split-up 


Crethisat Tisure:. 


Q WR. FRAWLEY: Take the 12.6. Now whet is 
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the laid in cost of third structure? 


MR. TEV: NAD le 
MR. FRAWLEY: Let us compare that with 


the tank wagon price Sverethbridge.. 17..'7i, 


SOS Cy RELI Correct. 

MR. FRAWLEY: And it gives you a spread 
of Sel? 

MR, THY: ne Sis 

MR. FRAWLEY: 14.7 less 14? 

MR. TRY: ID es 

MR. ERAVLEY . 15.2 which give you 1.4¢ 


gross margin at Lethbridge on third structure gasoline? 
MR. TH: Wet oS. correct. 


Nise LOTR INS : Ls that based on the new 


proposed freight rate? 


WR. FRAWLEY: Mr. Tew does not know what 
freight rate it is based on. He knows his company caloulates 


they wills lay LT elea bie state 


MR, THWs Does Mr. Plotkins refer to 
these new freight rates that came in in ths month of August? 
MR. FRAWLEY s The new freight rates. 


MR. TEHW: Those would have no beering 


on thats 


MRsPLOTRK INS ¢ This is «et the present rater 


i hicas a bas Het 18 corrects 


MR. FRAWLEY « His company is not a party 


to that agreement. 


You have u gross margin of 1.4¢ on third structure gasoline? 
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Beamish 


Are you sure the figures are right there? It does not 

sound right to me. 

MR. FRAWLEY: Mr. Tew tells us you have 

a Iod0¢no cost otthiud struoturewasolins of 1176.5 Let us 
be sure that is correct? 

NR Lees Dive. 1s correct. 

THE CHATRIAN : T am sitting here wondering 

if this really is a conference on the record, it is saving time 
aid I am wondering if you won'«c be more accurate and under- 
Svendsit ser Detter Li you took ithe titte oT sclene now onc 
prepare a statement. Wheat 6c you thirk, Mr. Cottle? 


C) 


Miss GOUGH ell, if Mr. Tew has 9 moe 


Ma. 
the component part of his 11.8¢ rate at Lethbridge, the 
statement cannot be prepared. I think the figures are here. 
UOehPpelivery price 1s 9.2 Gnd. the freignt 2.0 ,. making ithe 
ie. eee iii ieec tl ee ee ce Ped & CO atts 

MIR. FRAWLEY: IL simply Wantevo put at 

to Mr. Beamish as General Sales Manager, if we show him 
what his gross spreads are, to ask him what he thinks 

Of 202% Dam Tinlshed with the calculsetion. 

L pine yoann wearer it that isirieni. If ier. Tew's 

laid in, cOst at Lethbridge is correct, you certainly 


have 1.4 to work with on third structure casoline at 


Lethbridge, because I sun»ose you have to follow this 


aifferential the Imperial is going to sive’? 
Yes e 


You have 1.4 at Lethbridge to work on. Are you going to 


eombunue. to Sell third structure PSO Lee we nteiskeceraceue 


m ef mT. 3 ap? : 
i= bere lat? a2 FSE So 
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Of course, if that were the only product we were 

selling there, we certainly would not continue, or [I 

do not imagine we would. But you must take into cornsidera- 
tion other products and then we are always hoping that 
something may happen. We may find some way to operate more 
economically and cut that down. 

Perhaps you do not apnreciate how far I am going. Do not 
misunderstand me. I do not want to drive you out 


of Alberta and into Montana facilites your preducis, J wan 
to explore it without any question, before the Commission. 
You can get it elsewhere and I am only asking why you 
should continue to buy your third structure from the 
Imperial and buck the downward movement. Because you are 
pulling against the economic forces by going from Calgary 
south to Lethbridge? 

There might be a possibility in there in the matter of 
purchasing, volume may have sometthning to do with it. 
Where we are only taking 1.4 On What we call the Red Seal 
gasoline that volume may help out in our purchase of we 
will say White Rose, No-Knock, or Canadian Ethyl or White 
Rose Ethyl. 

From the Imperial? 

Yes, or from anybody else. We are not concerned with the 
Imperial a bit. 

At Lethbridge you have a gross spread of Oe OneyGuL 
regular gasoline as against the Calgary spread of ore 

on the same preduct? 
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R. L. Beamish 


Q 


And I am merely suggesting for your consideration 

that it would appear it is uneconomic to continue to 

battle against the economic forces that are at play 

in Southern Alberta against you bringing gusoline from 
Colgary? 

Well, that would appear true, and it is. That is quite so. 
But of course factors change around sc rapidly there from 
one day to the mxt, you really do not know how you stand. 
DopieenO teu St. CO not ciel to put you in the class of 
the Texas Company. It is not you are losing money anyway 
and it does not matter how much you lose, and whether yau 
Lose tvolnaoouue rm ell borte or not. “It is not the weaqi. 
of a determination to stay in the province anyway because 
Chppuliaing uns repiintion tor your lubricating ois, rand 
that it is worth while to continue to Work against these 
economic forces regardless of whether you are losing a 

few thousand dollars more or less, because you are losing 
money anyway. Is that the right way of putting it to you? 
¥ would say if we thought by marketing in the south country 
we were going tc take loss after loss and there was not a 
change of ever coming back, or coming back within a reason- 
able time, then we would be far oetter off to get out of 
the south. But the south has been profitable territory 
fornus in athe past and it may be im the future. 


You keep repeating that you may have to get out. But ih) aS 


not a question of getting out at all. It is finding a new 
vendor of your third structure, thateis all? 


Well, I believe our Purchasing Department made several 
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Ls. Beamish 


Surveys in connection with purchasing and have taken 
everything into consideration. This matter of Service 

AIS very vital insofar as we are concerned. ‘tie do not 

like to carry big stock although we like to carry on 
adequate stock. “je find in some cases the British American 
give us excellent service and in other cases the Imperial 
very good. But I believe they huve weighed all angles of 
this and probably decided the best thing tostay, although 
we might do a little better in buying some place else - 

but just tostay purchasing in Canada. And of course our 
company, we like to feel we are an all-Canadian company. 

In the past we could have bought in the States much berter 
than in Canada, but we had that reputation of being an 
all-Canadian company, and we wauld like to maintain it. 

We pay for it in a great number of instances. 

But Il am thanking of the consumer. 26 is very fine ior 
you to operate a business......... : 
THE CHAIRMAN: Lees ony since: tne le or 
January, 1959, you could have gotten those ideas in a 
large way? 

No, we heve always had those. 

You were-owned by an American refinery up till then? 

But they allowed us to do vur own purchasing. ‘Tney looked 
after purchasing some of our crude, that is all. 


MR. FRAWLEY: Tt only amounts to this, 


I suppose, Mr. Beamish, that if you bought in Montane - 


let us assume you bought in Montana and put BE INO 


Alberta at a much better price, put it into Stavely or Vulcan 
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R. L. Beamish 


A 


or the other Southern Alberta point at a much better 
price, you would not lose so much money and you would 
perhaps be making a profit on SsOne OF there things, but 
perhaps ultimately there might be a hope for the consumer, 
because I want to ask you, as I asked Mr. Tew, what ee the 
consumer got to hope for as far as your operation in this 
province i8 concerned? Are you going to be any relief to 
him in what he may, in his uninformed way, regard as @ 
TOOshieh price for gasoline? 

You jean, putting us as you might say in the jobber class, 
which we are as far as gasoline and kerosene is concerned. 
Yes? 

I really think the farmer of Alberta has got a lot to 


few years 


5 


thetic wwe eicbben lors ain. fect, italics fach 
ago, probably you will recall, there was such a thing as 
a haulage allowance. If delivery was made to the farmer, 
the farmer had to pay an extra lg a gallon, and the jobber 
more or less was given credit for the elimination of that 


haulage allowance, which gave the farmer a better break 


in the price. 

What:didi he dowith it? Did he not just put, that onto 
theirestof hiss purchases? 

No, that came right out of his own pocket, I would say. 
TI know it certeinly did us far as we were concerned. 
The furmer did not have to pay any haulage. For several 


years we were collecting the haulage and then we dropped it 


and it was right out of our profit and loss, and added to 


our expense absolutely. 
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R.. L. Beamish 
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How many years has it been that the farmer was able to 
buy at the tank wagon without any extre charge? 

I believe that is probably in the last five years he has 
oeenvbuyine at et that. 

He used to buy at the posted tank wagon price plus a 
delivery charge? 

Plus a delivery,charge, yes. 

And did the dealer get the A. B. A. discount at that time? 
The dealer got lg commission and then if the dealer 
delivered to the farmer he charged that lg haulage and 
that was his. 

The dealer only got 1¢g on farm business? 

That is right. 

Vhereas he gets 2¢ now? 

He got 2¢ then on deliveries, but the farmer paid it, 
whereas now the oil company pays it- 

But the dealer position, though. What happened to the 
dealer in those days, the gurugeman, what did he pay 

your agent at that time for his gasoline? 

He paid the posted tank wagon price and if he was a dealer- 
agent he got a commission of l¢. 

But if he was not a deuler-agent, if he was just a dealer? 
He paid the straight posted price. 

Theat is before’ the 4. B.-A. came in there? 

Yes. 


Mr, Cottle suggests it is just the same now as it was then 


No, not exactly. <A dealer at thut time bought at the posted 


price and there was no such thing as l¢ off. But if tht 
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R. L. Beamish 


dealer was serving the farm trade, he got the farmer 
commissiun of l¢. 
Q NM ee SO What did the agent at 


that time get by way of commission for delivery to the 


dealer? 

A The same as he gets now. 

im) Lg? 

A Yes. 

Q What did he get for deliveries to the farmer? 

A Just the same as deliveries to the dealer. 

Q That.is 1g, and then he charged the farmer l¢g extra so that 
in fact°-the agent at that time got 2¢, namely lg commissim 
from you and 1l¢g haulage charge from the farmer? 

A No, we paid the agent 2¢ for delivering to the farmer. 

Q, You paid the agent 2¢* 

A And we collected the extra cent from the farmer to cover 
the haulage. So that meant our net on that delivery was l¢. 
Wow our net you might say is 2¢, tecause we do not get that 
ig from the farmer. 

Q At the moment, though, the dealer pays the tank vagon price 


Lees Ly: 

A That 1s right. 

Q In those days the farmer paid the tank vagon price plus l¢ 

A if eves delivered to iim. 

Q Vesey) bans deliveréad Vo him 

A Yos’. 

@ So that in those days you netted back from the farmer 1¢ 
below the posted tank wagon price? 


A ™e netted back from the farmer l¢ over the posted tank wagen pric 
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L. Beamish 


After paying your commission, I mean? 

Oh, after paying the commission, that is right. 

And you get back 2¢ less than the fermer pays you? 

I do not understand that. 

After the farmer paid you and after you paid your 
commission and anything wise you had to pay by way of 
commissinns or discounts,” you got back from the farmer 

2g less than the farmer price “hich was l¢g less than the 
posted tank wagon price? 

Yes. 

And from the dealer you got the posted tank wagon price 

and he got a commission of l¢? 

Yes. 

In other words, you net the same on the sale to the farmer? 
As to the dealer? 

As ty the dealer? 

That is right. 

Is not that the case exactly today? 

No. The case today is, in the case of the farmer, the net, 
the expense there is 2¢. Selling to the farmer the 


commission is 2¢. Selling tu the farmer through the dealer 


: . . ab = 
agent, the commission is leg, and.....eeee, 
Yes, but we are now speaking of the normal channel oF 


business, being the commission agent. And the commission 


agent collects the posted tank vagon price from the farmer 


and gets paid by you 2¢ vommission*? 
That is right. 
But selling to a dealer, he collects l¢ less than the 


; ; a op ce 
pested tank wagon price and gets paid lg commission: 
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R. L. Beamish 


A Yes. 

C So that you get as much on your normal sales to dealers 
as you do on your normal sales to farmers, which was 
exactly the case before, except for the complication of 


the inland dealer? 


A No. ‘“e are comparing before when we sold a product to a 
farmer we paid lg cummission to the sub-station man, “and 
that was all. He collected the haulage which gave him 2¢ 

Q Yes? 

A Now we pay to the sub-station man, when he sells to @ 
farmer today, we pay him 2¢. 

Q And he collects nothing? 

A He collects nothing. Therefore, we are paying out to the 
farmer the difference of l¢ more today than we did back 
when that haulage allowance was in effect. 

q Quite. But what I am saying is in the final analysis 
that is the same as it is today when you compare it with 
the dealer basis. For instance, let us take a posted 
POOR WACOM DEUCE vache elejcpeness, 

A You are speaking of the dealer business, and I am speaking 
of ths straight farmer business from our own warehouses 
to the farmers. You are talking of the dealer business, 
and that is different. Let us stick right with the farmer. 

q If you stick with the farmer, all you have done is you have 
paid the commission agent..........? 

A we heve paid the commission agent what in the past the 
farmer has paid, so the farmer is better off by lg a gallon. 

6) What I am saying now is that the farmer now pays, even 


though he only pays the posted tank wagon, because he does not 
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get the A. B, A. price, and practically all dealers get 
the A. Bi A. price - 

the farmer did) nov’ ser the Ar BoA price: peforse. 

No, because there was no A. B. A. price. But your dealer 
bstore UP neieolanvo a farmer. ..:.. erate et 

Tipe sarmer ist better off by ld, 

I do not want to labor the point. But take a given posted 
tank wagon price six years ago? 

Sie rivent, say 25¢: 

Sey 2O¢7 

ALIS rlent. 

The farmer at thst time would pay 26¢? 

If’ it’ was-delivered to’ him. 

If it was delivered to him, yes? 

Thee 1s right « 

And J take it that the great majority of sales to farmers 
are delivered to them? 

Yes. 

He would pay 26¢ and you would get 24¢ after paying the 
commission? 

Yes. 


In other words, there was a difference of 2¢ between what 


the farmer paid and what you got back, net in your pocket? 
Well, he paid 26¢ and we eo. back “co¢ but we paid 2¢. 
That is 24¢. That is right. 


Now, when the dealer paid 2d5¢, you paid a commission of 1¢? 


Yes. 
Giving you 24¢? 


Yes, 
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Q And today with the posted tank wagon price at 25¢, 
say the same-price, 25¢, the farmer pays l¢ less than 
he did before, because he pays only the posted tank wagon 
Price, plus notnins? 

A het Ss rien t. 

Q) 4O you get. back 25¢7 

A THe eS Loa t. 

Q And the dealer pays instead of the 25¢, 24¢? 


A e4¢-, thet is, right ,+25¢, less 1. 


Q The agent gets 1l¢g in addition, making it 23¢° 

A That is right. 

3) So that when you say the farmer is getting l¢, the dealer 
is also. getting 1¢? 

A es. 

Gy, So that on your comparison everyone is getting l1¢? 

A Every /lcrmer. 

Q And every dealer? 
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And every dealer? 

Yes, to a certain oxtent. 

So that the farmer before he paid for his free delivery 

at your point, the farmer paid for it? 

He paid for the delivery before. 

He paid for the delivery? 

Whereas now he does not. 

Whereas now it may be said he still docs because he pays 

& cent more than the dealers 

MAJOR LIPSSTP: Apparently you only got 23 cents? 
In the past though we paid that dealer a commission of 1 cent 
which you are not taking into consideration. 

Oh well now, if you are going to go into that in great detail 
we will have to see what the tank wagon price was three 

years ago and what your spread Was? 

Let us say, wo were working, E may be confused here, I am 
working on the basis of our man who operates storage tanks 
end so on, selling to the farmer, as I gathor you are tieing 
in the dealer set up there. Now tack, we will say 6 years 
ago whon the tank truck price was 25 cents, if tho dealer 
aold to the farmer he got a discount of 1 cent per gallon; 

in other words the A. Be fe was still in effect if he was 
selling tn the farmer trade; otherwise he would not make 
any moneye 

You are speaking of the dealcr-agent? 

Yes, the dealer~agent or dealer because the posted price 

Was a straight 25 cents, that is what the dealer was suppagsed 


to pay, 25 cents. If that dealer delivurs to a farmer he 
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gets 26 cents but if that farmer cames in to buy from the 
dealer he gets 25 cents anc that is what it costs him so 
that we had to give him a discount as a dealer-agent of 

1 cent in order to enable him to handle that business. 
MR.e FRAWLEY: On his consumer business? 
YeSe 

But if he is also a retailer? 

If he was a retailer, why we allowed a 1 cent discount 

cn everything he bought oocause the biggest volume in 
those days was farmer business enywaye 

MR. COTTFLE: We are at cross purposeSe 

4s I take it your point was, the farmer used to pay something 
but dues not now? 
That is right. 
And my point is the price structure and the commission basis 
would have been affected and it is still, still is, because 
when you say the farmer was paying something he is not 
paying now, surely he was paying something in relation to 
what someone else was paying, otherwise it does not mean 
anything? 

The farmer, based on today's sot-up as segainst the former 
set-up, the farmer is paying lL cent a gallon less money for 
his product. 

You will agree though the farmer used to pay a cent more 
than the dealer and he still pays a cent more than the 
dealer does? 

Yes, but I am speaking about this haulage allowance; today 
we pay the haulage allowance whereas in the past the farmer 


paid it, so we save the farmer that cent. 
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MiJOR LIPSETT: Your net back is now 33 cents 
and it used to be 34? 

Today on farmer sales, that is right. 

MR. PLOTKINS: Mr. Beamish, thare was a cent 
country differential, what did you do with tmt.in the last 
5 years, between the city and the country? 

I cannot recall any cent country differential, Mr. Plotkins. 
Well it is only June last, on the 2lst, that the 1 cent was 
eliminated; previous to that the country tank wagon, 
f.Oobe Calgary, was 1 cent more than the city tank wagon? 
You are getting now, into what I would say are special 
allowances arid SO One 

No, this has nothing to do with special allowances, it was 
presumably set up to take care of making deliveries? 

& cent a gallon? 

& cent a gallon. Mr. Frawlev can Look up his prices. 

MRe FRAWLEY: Just let us seen 

MR. PLOTKINS: That is at the time the free 
delivery was instituted practically generally. 

I think you are speaking of one particular territory. 

You are not speaking of the territory as a whole. For 
example take Didsbury, take Kod Deer, did you have a cent 

a gallon out ‘in the country there, ne, no, I do not think 
S06 You had it here but not theres 

MR. PLOTKINS: Mre Frawley can look it upe 

MR. FRAWLEY: Let us oe clear about this, 

Mr. Plotkins. 

MR. PLOTKINS: Your Calgary tank wagon in 
other words or ycur Didsbury tank wagon was not Calgary. 


plus freight, it was Calgary plus 1 cent plus freight. 
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MR. FRiaWLEY: I think I know what Mr. Plotkins 
is talking about. On the 13th of June in the list which 

the Imperial published on the idth of June, 19356, thers were 
two Bdmonton priecs and two Calgary prices and the Edmonton 


City was 235 cents and the Edmonton outside was 24.7; 


Calgary City was 21 cents, Calgary outside was 22. 


MR. PLOTEKINS: That is right. 
MR. FRAWLEY: That was in 1936 and that 


continued until the next price List, that continucd 

through 1937 and the last time it was posted was in the 
price list of the 5th of January, 1938, Calgary, and 
Edmonton, Edmonton City was 19.5, Edmonton 20.5 outside; 
Calgary City 17, Calgary outside 18, and then that was 
abandoned in the list which they published on June @2lst, 
1938 « how I know why that reduction was made. There 

was a special reduction made for the two cities of Calgary 
and Edmonton only as a result of a certain amount of 
negotiation and pressure you might say, from the Government. 
The Imperial O11 reduced its price in Calgary a cent and in 
Edmonton 1.2 cents and it wes not to be effective except 

in the city of Calgary and the city of Edmonton. Wow would 
that affect it, what would be the result of that? 

MRe PLOTKINS: It resulted in making the 
allowance in the country, to take care of deliveries and 

it happened to coincide with the oxtension of free 
deliveries all over the province ---- 

Pardon me, you are speaking of two specific cities here; 
now for example take Didsbury. take Red Deer, take Camrose, 


did that happen there? 
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Q MR. PLOTKINS: YeS, 

4 No, pardon me it did not. 

Q Take the Didshury price, is it not the Calgary posted 
tank wagon plus the 1 cent differential between Calgary. 
the city posted tank wagon plus the freight, so that at 


Didstury you had an extra cent, what did you do with that 


cent? 

J &s far as we were concerned I believe at that time we had 
a straight margin and we were working on a competitive 
basis and it didn't matter whether we worked in Edmonton 
or where it was, the margin was the same. 

Q In other words, you were working on a spread, just ona 
marketing basis and did not get any benefit of that cent 
if you shipped your goods by tank car? 

fi Well I do not understand this cent. Mr. Plotkins.. Meare te: 


not know what cent you are talking abuuto 
Q If you bought in Calgary and had the Imperial deliver your 


gasoline by tank car to your warehouse in Calgary? 


4 Yes, you purchase on the Calgary tank wagon, that is right. 

q@ Less the cent? 

4 Well whatever it happened to be at that time. 

Q Yes, but if you purchased a tank ear of gasoline for Didsbury 


it was not that same price plus freight, it was 6 cents below 
the Didsbury posted tank wagon, was it not? 
& That is righto 


So that the Imperial had that 1 cent difference between the 


i) 


Calgary tank wagon, or your laid down cost at your Galgary 
warehouse and the laid down cest on the basis of the 6 cent 
margin at Didsbury? 

Q Yes, they might have. 
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So there was a cent there sand that cent aecumulatcd quite 
a respectable sum of money and I just wanted to know what 


was done with it? 

Who did it aecumulate to? It didn't accumulate to use 

No;. that is’ true 

MR. FRAWLHYs I just want to ask a couple of 
questions, before the 1eéth of June, 1946, there was one 
price at Cslgary. one vrice at Hamonton, one price all over 
the province? 

YeSe 

On the 14th of dune, 1936, I want to make this very clear, 
the Imperial O11 did une thing only, they took 1.2 cents 

out of the Edmcnton price and cut it by that amount, that is 
in the fcur corners cf the city of Edmonton and I know that 
the price just outside of the city limits, LOO yards outside 
the city. limits in Edmonton was still the price, the higher 
price but in the four corners of the ccrporatse limits of 

the Gity of Edmonton they reduced the price 1-2 cents and 
exactiy the same thing in Calgary. within the corporate 
limits of the City of Calgary, they reduced the price 1 

cent; now that is all they did and I just do not quite 
follow, all other prices continued to be the same. Calgary 
as it was , plus freight; | Calgary as it was plus freight, 
but in the four corners of the City of Calgary it went 

down 1 cent, was there anything more than that, Mr. Plotkins. 
MR. PLOTKINS: What about the consumer, you 

are worrying. so much about the cormsumer, why didn't they 

send that benefit to him in the country? 

MR.e FRAWLEY: The Calgary consumer got the 
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MR. PLOTKINS: Yes but what about the farmer? 
MR. ERA LEY: They just did not see fit to 
extend it beyond the four corners of the City of Calgary 
and I want to be clear as to what they dide IT thought 


you understood that at the time. 


Q KR. FRZWIBY: ROW Mr. Beamish, I have a few 
questions ET want to run through with you and I hope to 
finish so as not tn keep you over if I can. Does your 
commission agent own his own trucks? 

A YeSe 
and do you supply him assistance in financing his trucks? 
We have not for some considerable time; each case is 
taken individually but we have not done any financing for 
a long while. 

a Do you have commercial-consumer accounts? 

a Yese 

Q And they buy on an AeBe‘» basis? 

That is right. 
*) vhy do you give them 35.Bei, this is the man who is a 


consumer purchasing for his vwn consumption? 

A That is right. 

Q 4nd you put him on the same basis as you do the reteiler 
who is buying and selling gasuline to make a Livelihood? 

b We merely follow the competition there; evidently that 
is the practice and we follow suit. 

Q You just have to do what the rest dc? 

L YeSe 

Q You alse go so far as to sell them or first of all, do you 
lend them, these consumer accounts, do you lend them tho. 


equipment which they require to service themselves? 
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via) Well we sell them equipment. I believe there is one case 
where there is a pump on loan and that is all. 

Q Have you much money outstanding under that heading of 
unsold or overdue balances on consumer accounts! equipment, 
perhaps Mr. Tew can answer that? 

MR. TEW: Mr. Cottle hag the information 
there. 

MR. FRAWLEY: Anyway it appears in this 
informa tiont 

JITNESS$ YeSe 

MR. TEW: It appears on the balance shoot. 
MR.e FREWLEY: All right, T will pass right 
from ite What do you do about stecl barrels, do you lodn 
steel barrels to farmer-consumers or any consumer? 

A We Loan steel barrels. 

Q Doss the amount outstanding show under that heading? 

b Yes, the number is shown in there. 

MR. TEW: It is included in the dollars 
and ecnts there, there is approximately $85,000.00 worthe 
MRe FRaiiLEY: Outstanding? 

MR. THEW: Yess 

MRo FRAWLEY: Jnd you have to continue to 
buy new barrels from time to time to Keep up this practice 
of ‘supplying fred barrel s? 

Pa) We have bought « few barrels this year but it was the first 
we bought, I believe, in ten years. 

Q What are your views about continuing the practice of loaning 
tarrels to the farmer~consumer or any consumer, farmer or 
anybody else? 

A Well it is quite a probiem there. Of course, if we did 
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not have any barrels wo probably would be in favor of not 
loaning them; now that we have the barrels and we can 
put them to work for us it would probably be quite an 
expensive proposition to put in storage to Look after -the 
farmers if he owned his own vsarrelse 

Q Let: me make one thing clear, you spoke about selling to the 
farmers at posted tank Wagon prices, you sell to anybody 
who wants to buy a harrel at posted tank wagon prico? 

A Oh, yese 

Q Anybody can go to your Lulk eer ote ha take a barrel home 


and siphon it out and serve himself and you would sell at 


posted tank wagon price? 


vs) YESe 

Q and you wculd loan a barrel along with the transaction? 

ze YeSe 

Q You loan the barrels to any consumer who desires to purchase 
at any one of your bulk points in barrel quantities? 

ds That is right. 


4nd you think you will just have to continue to do it as 
long as the other fellow does it? 

L I would think so, yes. 

Q Well have ycu any suggestion to the Commission at all as to 
what might be done.about that if anything? 

aj Well not at the pr3sent time, Mr. Frawley. 

Q Can you give me your company's per gallon of tank truck 
haulagcf? 

J Approximetoly half a cents 

Q A half a cen* per gallon? 


A A half a cent per gallon. 
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Q Now that is for all hauls, long and short? 
That is the average up to our limit of approximately 40 miles. 

Q Weli, do you only truck, do you only pay haulage charges on 
hauls of 40 miles? 

me No, we sell, some of our egents ,o over that but we estimate 
our limit of supply from a sub-staticn where we have bulk 
storage at about 40 miles and our own records are kept more 
or less on that basis and it works out at approximately half 
qa e@ent a gallono 

Q Half a cent a gallon for 40 miles? 

£\ No, that is for the average, anywhere from qa half a mile up 
to 40 miles. 

Q I do not know that that helps us muche You have not any 
per mide perm gailon figure, for us? 

d\ Well the averag2? would be half a cent. 

Q Wow you do naul much further than thate You haul, yourselves 


you haul from Cglgary to Vermilion? 


el OS) 


L Well that is done by transport. We do not haul that. 

Q By transport, what do you pay for that? 

L We are going to get you those figures. 

& As a matter cof fact, you supply some of your Saskatchewan 
points from your calgary warehouse? 

A Noe 

Q You do not supply any Saskatchewan points? 

Li No» 

Q You dc not truck to Prince wlbertg, Saskatchewan? 

a) Noe 

Q You have a bulk outlet there? 


Not at Prince Alberta, Melfort, 
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“here is it supplied from? 

It is suppiied from the Imperial Refinery, Regina, tamk car. 
You do not supply, the longest haul you have is ‘jestlock 
I would say and Vermilion? 

Welj. that is not our own equipment. 

But any haulage at all? 

I would say so, yeSe 

And your own equipment is just purely a matter, do you 
haul frum Caigary with your own equipment? 

We haul from Calgary, yes; 

To any bulk point within a radius of what? 

I belicve we transfer from Calgary to Edmonton, that is 
some greases occasionally and ve might take along a drum 
of high test kerosene or something like that. 

That is a stake truck? 

That is a stake truck, not a tank truck. 

Now, I would itke to heve somo information on your third- 
party leases; it may be you would have to prepare a 
special statement on that? 

We have a statement on that, there is a statement --- 

Now you are offering a statement, I will just describe it 
to you, Mr. Chairman, it is a statement of premises leased, 


it reads right across the page does it? 


Yes, leased from, rental basis, and leased to and rental basis. 


MRe FRAWLEY: It is a statement showing the 
operations of the propertjes which the company leases and 
in turn re-losscs to its operators? 

Jes. 


(DOCUMENT +xODUCED HERE MARKED 
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Now just, have you got somewhero, any instance, where you 
leaso from the operator and then lease it back to him at 
something less? 

No, we have note 

You heve no cases of that kind? 

Noo eases of that kind. 

Now in some of these cases you take, clearly at Acme you 
pay the owner »385.00 and you charge Raessicr, your dealer 
I take it? 

That is right. 

$3500? 

That is right. 

Snd do you collect the ,35.00 from Mr. Racssler? 

Oh, yeSe 

New in Calgary you rent from J. @. Ritchie a certain property 
for 750.00 and you rent that to Dulmedge Brothers at \2%00? 
That is right. 

Why? 

Well when this particular location went in we thought we 
were quite safe in renting it at »50.00, we thought we would 
be able to get {50.00 in return; in fact the original lease 
was drawn up on that basis but it just did not work out that 
Way but our definite set policy is that we will lease a 
service Station or a garage and we want to subl-rent it at 
exactly the same rontal or as near as we can possibly got; 
that is the definite policy of the companye 

Now why do you do this, what is the purpose of these third- 
party leases, and we would gall a third-party lease this 
fZeme instances or the Ritchie instrned in Calgary and so on? 


Wwoll in qa great number of cases we could, through this get 
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the operator premises much cheaper, at a much cheaper 

rent than he would have to pay if he was leasing himself. 
Oh? 

In other words, the landowner migkt say to us "now if you 
will lease this for a five-year term the rental is 335.00 

a month but if John Jones leases it from year to year it 

is 540.00 a month" and in this way ve have been able to 
assist some of our dealerse 

Now that is an advantege to him? 

It is en advantege to the desler. 

Now whet is the advantage ton yout 

The advantage to us, well, of coursc, we have the outlet, 
And you have it and the Imperial or the British American 
have not got it? 

Yese 

I mean is it a fair suggestion to say that the principal 
purpose of these third-party leases is tu. keep out competitors 
No, I would not say that because there have been cases where 
the leasc has been in such s way that it would not keep 

out a compotitor but we have in a number of cases given our 
dealor, have been able to get a better deal for our dealor 
on us leasing because the landlord is sure of his money or 
he seems to feel he is surer of his moncye 

are there any instances where you rent, where the dealer, 
yes, where the dealer cannot afford to pay the proper 
amount of rent, all the rent you pay to the ownor? 

Well, of course, when the deal is originally made so far 

as We are concerned, if we make a lease for yd5.00 a month 


then we definitely have something lined up so that we can ect 
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$35.00 a month in return but as I say it does not always 

turn out that way but we certainly would not enter into 

any deal where we were going to pay say $50.00 and get 

g25e%0 or something like that. 

Do you own that station on the corner of 16th Street and 
Jasper Avenue in Hdmonton? 

Yes, we doe 

How much rent do you get from him, that is C. Me. Brennagh 

at Edmonton? 

$35e00 a monthe 

Doesn't it cost you more than 335.00 a month to keep up that 
property? 

Yes, it foes. 

That is the kind of case I would like totalk to you about 
for a minute, how much would you have to charge Mr. Brennagh 
to get back all of ths depreciation, taxes, insurance and all 
of the going charges, the kind of thing the ordinary landlord 
insists on getting back before he will rent you a house to 
live in, you would have to get back more than {35-00 a month? 
perhaps twice that? 

It might work out of course taxes and depreciation.s 


I suppose you charge Mr. Brennagh $35.00 because you think 


| that is about all his business will stand? 


That is it. 

And if you charged him say {60.00 or whatever it would be, 
he could not make it gt? 

No, he couldn't. 

4nd then he would have to fold up? 

That is right. 
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ind then there would be one less service station in this 
admittedly adequately served areae Now what, is there any 
answer to that plausible suggestion of mine? 

Woll, so far as we are concerned we certainly would not go 
into an area as shown on the map there with an 318,000.00 
investment. 

How do you mean you would not go into it, you are in thore? 
We are in there now but E believe when we went in, if I 
just renember correctly, we only had the British jmoerican 
station, that was the only one there in that particular 


district at that particular timo. 


( Go to Page 12,702 ) 
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Why don't you operate them yourselves? 
Why don't we? 
Yes? 


Well, it is not our policy as a company to handle tires 


and. accessories, and it is not our policy as a company to 


do repair work. and it would appear as if it is necessary 
in a service station in these times to do that, so we 
Simply lease the station and let the man go ahead and do 
it... die) can do what he likes. If he wants to handle 
accessories, all right, go ahead and do just what you wish. 
We ao not enter into the picture. It is a matter of polioy. 
iss i quite. 2. wrong thine to, accuse, you, ina very: friendly 
way, to accuse you of bonussing that service station. 

Is it keéping the props under Mr. Brennan, and that makes 
it an uneconomic operation? 

I would not say we are bonussing. There are a number of 
angles to take into consideration there. 

That is what we want, all the angles? 

We have customers in that particular district, and there 

is the matter of the advertising angle and so on. He 

have not very many. “e have two statioss in Ldmonton 

and one ~in Lethbridge that we own ourselves. To be frank; 
we are not very much sold on the service station 
proposition. 

Tiere, LSs6 Lot on contusion in the minds of the people. 

and. that is why we are here to inform the Commission 

apoup wie things that the public are, perhaps, uninformed 
about — perhaps it is just a myth that there is too much 
Sup LiGabion of service stations. bul there is Stil) A 
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peop lc that= that 4 s- se7 
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Unnecessary duplication which must inevitably, or that is 
also the view that it must be costing the consumer money. 
DO 1 picked” tlvis ‘piece up becseuse the companies all, Sseened 
nO De represented and so'-that they could talk aboutyin. 

iy mish be exaggerated. It might be the Impe ried Says 
the worst Dlace* in“alberta ‘or, perfiaps, the worst place: in 
Canada? 

Yea, leoor now tomy Ghat. 

But it is something to talx about. Now, I ask you the 
general question, why should companies bonus service 
stations. “hy should not they let them stand on their own 
163: ano relLl iP they canne tisteand..’ dist fall. vit some 
other company is foolish enough to go in, perhaps they 
would fall and gradually the thing might right itself and 
there would not be so many stations. I suggest to you 
you are there because you iave resources in Toronto and 
you are just keeping that man there by not charging..Atm 
enough rent. You call that a marketing expense, don't 
you? 

Well, it is a marketing exp<nse. 

Tea, "tUnat 1S wihewevyou Cen l*rts "Plt teepends On the pornt oF 
view entirely. Tou Call ib, “nd you’ think, -f-suppose, 
if igs a légitimate marketing expense, to keep the 
gallonage there? 

No, not exactly. Whe. we put that particular station 

im, 2 OCLLTeEve The British American. §ta tion down on. the 
next block was the only other station in this district. 


But we are in there and we have a $18,000.00 investment 


and what are you going to do? Throw it overboard? You 
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hk. Lb. Beamish. 
might just es well stay there. But to go in 4 place as 
thick as that, we would not do it. 
I am not accusing you of going in like----well, perhaps 
everything was all right when you went in, but dealing 
with the living present you are now conducting an operatior 
that might properly be called bonussing a service station 
operator? 
You could term it that if you wanted. 
MVPCi2 CACUATY ino talking toryourie ide: af you did mes 
have any service station expense at all in Alberta, none 
atoealiy you, could not reflect that in a cheaper price to 
the consumer. eam st patie you Gow lion. Gy 
With our particular set-up, after all we are simply meeting 
competition. We are not big enough to do otherwise. 
That is getting back to my first question, vhe consymer 
cannot look to your company for any reduction in the 
posted tank waggon price? 
Of course 1 as net always cost per geeblon or Athnevtenk 
truck price. There is the matter of service enters in 
there aud onee again I think our company has had a lot to 
io with cutting down the number of miles the farmer has 
to go, for example, to get his supplies, and angles along 
that line, which, although it does not affect the tank 
truck price, you must take it into consideration. 
Do you finance dealers, retail dealers. You, of course, 
heyve so many of these inland dealers. But do you Finance 
dealers of any kind? 
We have loaned money only on mortgages and only for 
equipment, ana, Uuateds: alc. 


Have you got very much outstanding on that score at 
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Do you loan equipment? 

“oan equipment, we have some loan eauipment. 

That is equinment you instal ona dealerts premises 
eae charge’? 

Yes. 

JOU Gheres mo cherse at all? 

that is right. 

Haye, you very much. “hat is the value of all that egudpmeny? 
1G iS one the Inventory. 


lt is on. the balance sheet. 628,612.55 at December 21, 


L938? 


it Mieht be jost eas well to bave a short explanation there, 
if some of our dealers who are handling refined soodekienr 
the Mearmer trade “im underground Storage, we have tie 
underercund storage in there and probabiy 4 scale for 
weighing and SO On; and you might even class those probably 
alone With tne service station. 

oes the Caonedian Orls. Company have any plan Tor annwigies, 
SiGk Dener Lis Or Uisurance, for its employees? 

Miere cis no Welinipe Olam right at the oresent time. 

BUY in sthe 98st, Simcoe the comuany Tiret began, the plan 
TO6Te Teas Deen [65 take Gach case individually and dea 

with it. 

Now, here is aAnowner question you have vrobably answered 

im the discussion, 1 Mead wlth you ‘about third party leases, 
Haat would be VOUr VIEW OL Gatablishing the principle that 


the comoany must----or would vou care to elaborate at all 
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Re. L., Beamishs 
upon the suggestion that the company should be nothing 
more or less than a landlord in connection with its service 
stations? 
No. I co not think there is anything I can say there. 
What do you think about fixing the dealer margin? One of 
the things the Commission must explore is the sufficiency 
onlobherwiserolsthe existing Wdealer targin. You say (you 
have no service station operation here in Alberta? 
Yes, we have two stations in Bdmonton and one in Lethbridge. 
Youelease oem? 
We are not operating them ourselves. 
Well, what do you think about that. One thing that strikes 
you is that the Calgary margin is 44 cents and the 
Edmonton margin ig 4 cents, half a cent less, and half a 
cént runs into a lot of monéy On that gallonage. What 
do you think about that. Has your company given any study 
to it at all as to what would be the proper margin? 
No, we have not. 
We were told by Mr. ‘iller of the British American Oil 
Company that there were great varieties of retail prices 
in Calgary and Edmonton? 
Yes, saheiievertnatwaen correct. 
You think that is so? 
Yes.r Fromowhat Ivhsar.. Tohave nothing definite on it. 
Hel zave os thenimeressian’ itowas just’ & matter’ of going 
around and demanding a little better price than 44 cents 
and you would get it? 
L believe that‘is the case at some locations. 
You have so very few and you have never personally checked 


up to see whether your three stations are doing anything» 
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Re levi Beamish. 
of that sort? 
No, “we have not. 
You are unable to discuss this margin very well? 
Well, cur big volumes of ‘course, isthe farmer’ business, 
There are not any stations that could not get along in 
YOu OPLOLGn » Or are. Tiere any stations that could get 
along if they sold nothing but white products and lubes 
and greases? 
Well, that is very hard to answer. 
THe y ales Sell tiressand, batteries and de repair’ work? 
Yes, ant I would say they do that out of necessity. 
Does your company maintain any credit card service? 
No, we do not, not in Western Canada. 
are the commission rates that you pay your bulk plant 
operators the same in all cases? 
All the game. 
You have told us about that. Now, what do you think as tc 
foemier Or heh there are Surricient retail outlets jin 
Alberta at the mament to warrant a policy of no further 
licences? 
Well, there certainly are sufficient Canadian Oil outils ts, 
ean guarantee that. 
I think we have just got you in umder the wire, Mr. Beamish, 
Pormewoien you wil pe very pleased, L° am sure. Has. tos 


Ciley anything to add to what Mr. Beamish has said? 


MR. THY: Not that I know of. 

MR. FRAWLEY: Well, Mr. Plotkins, 

THE CHAIRMAN: What is yours local manager's 
name? 

MR. FRATORY: Mee ULLey. 


TH CHATRMAN : What about him? 
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oe LOLLey. 
MR. FRAWLEY: Mr. Tew and Mr. Beamism tell me 


he has nothing to say. But I could put him on the stand. 


OG SOL SON 8 SOO RO gO 98S 3) Oi. me 


COLIN DOUGLAS CILEY, having been culy 


soe 
swern, testified as follows: 
There’ is one detail I am going to ask you about, Mr. Ciley--- 
THE CHAIRMAN: Hay 16 Nis positions 
pales Supervisor of Alberta. 
MR. FRAWLEY: You are Sales Supervisor for 
the @royines of Alberta, and your jurisdiction does nox 
extend into any part of Saskatchewan? 
No. 
THE CHaIRMAN: Youbwive an Aiper ta? 
li lives in Cal eary: 
MR. FRAWUBY: You succeeded Mr. Sterling? 
That Us risnt . 
Now, you have effective the 24th of July a new tank waggon 
Price? 
Yes, Sir. 
You aré now selling your standard gasoline in 4dmonton. 
for 19.4 cents? 
Yes’ 
Now, that means that the---well, do you know, perheps as a 
Mavter o©MMersco.nrermeation, ut the) service, stations, tnet 
Lsuyourmown, Mr. Brennan's, and the other two, have they 
passed ThatYonito thesretail purchaser,, the benefit of the 
1/10 of a cent in the posted tank waggon price, because 
there has been an advantage of 1/10 of a cent in the 


posted tank waggon price at #dmonton? 
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C teem sd lex, 

A I cannot tell you that, Mr. Frawley. We have written to. 
idmonton. Our Sales Department advised me yesterday 
afternoon they had written to ask whether or not our 
dealeng were netucing their price. They wrote the samiesmen 


up there. 


Q BeQuUCINe thei esretail price: 

A Mheateie right. We do not gontrol it. We asked af there 
was a reduction because we report such prices to our head 
OLViLce. 

Q In Calgary there nas teen no change at all? 

A There has been no- change. 

Q Bui bihere have been other changes, and gome much more, 
LSan red uet.ong 5 

A Yes. 

Q Some of them mavye been more than 1/10 of a eent? 

A Yell, I would say that there probably will be an adjus tment 
To OMerOU UL we Tov I nce OL retal. prices. 

Q You would think there would be an adjustment? 

A Yes, I would think there would be. 

G Just following up that observation, any adjustment in 
retail prices comes in the most haphazard fashion, does 
1G HOt? 

A YES. They follow, maybe two weeks later,. tne reduction 
LD Jorice. 

) And. the obvious instance is in Calgary, when the last 
reco oLOm Went in in edmonton the dealers reduced) the 
Service station prices but the Calgary dealers met and 
decided they would not and that is all that happened? 

A Lido not remember that particular case. 


Q Do you :now how that half a cent increased margin in Calgary 
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Cit al (ORL. 
came about? 
I do not know. 
I was told it simply was the Edmonton peovle passeq it on 
but the Calgary cealers did not. But when I say "haphazard" 
there are just as many margins as there are villages and 
towns in Alberta? 
Just about. 
And you, possibly, the suppliers have nothing at all to éc 
with it? 
No, these are retail prices. Unis we Lind .one of our 
dealers selling for what we consider is too mich and 
then we advise him to reduce his price if possible. 
I did not: know you had taken that much interest in it. 
Have you got a service station supcrvisor in your 
organization? 
No, we have not. 
You do that work yourself? 
Yes. 
But you do take that much interest in it? 
IT am speaking of one particular place in the Crow's Nest 
Pass. 
Yes7T 
I considered his margin was too high and I tried to have 
the dealer reduce it this year. 
We have an Exhibit showing the spreads in alberta and 
there was a great variety. I wondered if you took ay 
interest in that and did a little more than just talk to 
the retailer when you found he was exacting what you 
thought was too much spread? 


You cannot do it actually because he has reason, that he 
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OFA PRE O RIN eh ge 
DUtS up oO mé_that,. perhaps. sound. quite -reasonable as 
to why he maintains such a spread, seasonable business 
and.one thing, and another enters. into it. 
J, Suppose that you, Like most oil men, desire to have 
the minimum of Government interference in your business? 
OOM Sew ner enence:. L600 NOmalink the 
FOVerniMent creatiy, interiscres in’ our business. I would 
HOt ecealbii it interference. 
Bub you do nol desire any more than there is? 
Naturally. 
L only speek of what might. be. the obvious feeling on your 
part, operating your own business, don't you think there 
is some danger that these retail spreads are so 
uncontrolled and you take so little interest in it - 
ang if yous shouid not take.o greater. interest in it, 
that, there. misni pe a preater reaction on. the part of the 
PUpL onthe t, le 16 being eharzed, too much for geasoline. 
The consumer is not interested in the tank waggon price 
that we have been talking about here for months, but 
in the service station price? 
Certainly. 
And 1 was wondering why you people were so unconcerned 
with these dealer margins? 


The only way I can explain it is that the man who does 


twice as much business in an adjoining town to another man, 


OF i woe Sse uw bow Lemore, or Jesse. torecd byuhis 
competition to work under the same margin, regardless of 
how much profit he makes from that particular line of 
business... They pretty well control. their own margins 


by thaw reason. Lt.is .considercdythat because of 
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0. D. Ciley. 

competition again that keeps their prices within a 
ressonavle spread, so thet we do mot have to anterfere 
yery much, anymore than jc offer the operator advices 
Haye you @ buLE station in Red Deer? 

Yes. 

Are you aware of the fact that Red Deer had a'pretty long 
spread there for a long time? 

No wus Mo tot PeGall thats 

There was nothing brought to your attention? 

No. 


1 


—£ would like to know if you can leave any suggestion wim 


the Commission. Must these dealer margins go on uncontrolled 


a5; 


Is it. your view it should remain just as uncontrolled as 

1G Ia¢6 been-or should this Commicsion try and arrive at 4 
fair Marsin and recomend that iG be set by reszulation? 

Lp wold DC. Dernepsa, uniait tO Co.it thet, way; as sunrais 
as it would be Tor us to control {t ..on account: of the 

(ti bereniee At VoLune, (om Teri Trerence in cost) er 

S6ruain sve clone, 

it sannot be the same at some isolated point where a man 
burned over a few gallons a .year as it would be in Calgary 
and Edmonton? 

Nc, that would be one of the worst troubles and that is one 


of the feascns we cannot look after watching the spreads 


It might be diffleult amd probably would be difficult. But 
probably something might be worked out on a sliding scale 
eceording tO the gallonaze? 

i i eh te ee i 28 DOSSLULe 


Now, we have had a pretty complete exposition from Mr. Tew 


and Mir. Beamish, but is there anything at all respecting 
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the more detailed Alberta operation that you have anything 


towsay about, Mr. Ciley*? 

NOW Mares ty Wave Tot ir irawley.. You have’ prettyiewer. 
covered everything with them and their answers have been 
quite complbetew.. think, 

THE CHATRMAN: Yourheave had particular concer 
WitmMemISs Terovines of Alberta’ 

Theta Bis Icoare ei iada, 

Have you any criticism of Government enactments and 
Government regulations tu maké? 

I have not. 

Any suggestions as to what the Government should do that 
they have not done by way of Governmental regulation or 
Government enactment that would help the industry? 

tei. fe tiink one time could) be done, and that is this 
licensing of companies who buy outside the Province, that 
isyuine sladepends nitc onpanies {yb am: speaking: ofr; sat low 
PuLces over there and come in more or less and dump it an 
our markets. Because, although they may be providing 
Gheaperorvuele ev theyiane “mekingovexcess profit. 

You say  veheyashowld noi.be licensed? 

Dt lime Liney socwiiere Miicensed at & high enough) price. 
Donne deterredmirom doing thaty 

YESo 

Mr. FRAWLEY: A special licence fee imposed 
upon them? 

THAtens TUR UART Thay Periieularstype ; swell eihe Ls not 
evengas Jobpers §Hevis Gust rashaulen: 

Who are some of these people. LOUPLO NODES Ato Te an 


about mentioning their names, so we will know about whom 
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we are speaking? 

Wells DO really de not actually know them offhand, because 
Irerelyisee their’ trucks coming into certain districts: 
iivcould go to Whe Trouble 2nd Lind cut. But J know ther 

are Montana haulers who go into the far north even to 

peddle the goods. 

Wellycnow, what is the mechaniestof their operation. They 
purchase it? 

Dthink they tpurchase it over there and pay the duty and 
CcOmerin BErs and s¢eilio2t. 

How? 

TooOTermer sfand'wheever they "ca. “but to farmers principally, 
They will go to a farm and dump it into the barrels, our 
Darrel S' or anyone elsetq. 

They would not hesitate in filling an empty Canadian barrel? 
No. 

And you say they sell without any rerard to the posted tank 
waggon prices at the nearest Impcrial or Canadian bulk 
station? 

They do not even adhere to any one price anywhere. 

They also make deliveries to dealers? 

16 2 C6rtain amount. yes. 

But mostly to consumers? 

Mostly to consumers. 

You say that is not confined to southern Alberta? 


No, we see it in the north. We have had them coming in 


’ 


there for the last year or two. 

for your information, Mr.) Trimble tells us that he cannot 
manage - and he does a business of one million dollars a 
year, that he cannot manage to go north of Claresholm. 


Tyet 28 whetone said. Butwie Nas -a oretiy good business 
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Cae Uq Ley 
south of Claresholm. When you say north you mean in the 
Hdmonton district? 
Yes. 
It is being hauled from Montana into the Edmonton district? 
You can see the tiontana licences. on their trucks. And they 
do not coms ap there for’ nothing. It isa peddler's licenses 
Leave in ming. ‘They are: actually peddlers. 
MR. COMMISSION@ZR LIPSETT: You mean they are Montana trucks 
coming in? 
No, I would say they are probably alberta trucks, but with 
Montana and alberta licences. They bear both licences and 


you cannot tell which they are. 


(At this stage the Hearing was adjourned until 9:00 a. 1. 


end August, 1939. ) 
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IN THE MATTER OF THE PUBLIC 
INQUIRIES ACT 


—and— 


IN THE MATTER OF a Commission, dated the 
12th day of October, A.D. 1938, to inquire 
into matters connected with Petroleum 
and Petroleum Products 


Commissioners: 
The Honourable MR. JUSTICE McGILLIVRAY 
(Chairman) 
—and— 


L. R. LIPSETT, ESQ. 
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9.0° A. M. Session 


August 2nd, 1939 ce 
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Mik. FRAWLEY: Wwe are prepared to put in 

the submission of the Union Oil Company this morning 

and Mr. Vallance represents them. 

( S. R. Vallance, Esq., appeared as solicitor for the 
Union O11 Company of Canada Limited.) 


MR» VALLANCE: £ Will call Mr. Doty. 


SHERMAN L. DOTY, having been 
first duly sworn, examined by Mr. Frawlcy, said: 
MR. FRAVLEY: Mre Doty, you live where? 
In Los Angoles, California. 
And you are here to represent the Union Oil Company of 
Canada Limited? 
I ame 
And Mr. Vallance is aeting for you? 
YeSe 
MR. FRAWLEY: Mr. Vallance might introduce 
some 3vidence of a general character. 
MR. VALLANCE: Mr. Doty, what is your full 
name ? 
Sherman Le Dotye 
What is your official position? 
I am production supervisur for the refinory, acting as 
assistant to the manager of refincrics. 
Of whet eompany? 
The Union 0i1 Company of California. 
THE CHAIRMAN: | That is production what? 


Supervisore 


* 
“d ane a. ee. 


pil GA 


ee & 
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Pa es dee 

S. L. Doty 

Q And -- 

A Acting as assistant managor of refineries. 

Q Assistant Manager of refineries? 

A Assistant to Manager of refineriss. 

q MR. VALLANCE: That is of the Union O11 


Company of California? 

A YeSe 

Q What is the relation of the Union Oil Company of Canada 
Limited to the Union Oil Company of California? 

4 The Union Oil Company of Canada is a wholly owned subsid- 
lary of the Union Oil Company of California. 

Q And in your official position as you have given it to us, 
that is productibn supervisor and assistant to manager of 
refineries, you are familiar with the policies of the 


Union Oil Company of Canada Limited as to marketing and 


distribution? 

A Yese 

Q When was the Canadian company incorporated? 

A December 6th, 1921. 

Q Under a Dominion Charter? 

A Yes. 

Q And in what provinces of Canada does it operate? 

A British Columbia and Alberta. 

Q THE CHATRMAN: a Dominion Charter you said? 

4 Yese 

Q MR. VALLANCE: Under a Dominion Charter, sir. 
What was the purpose of the incorporation of the Canadian 
Company? 

A To extend the market naturally attributable to the source 


of supply and to meet the requirements of the parent 
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Le Doty 
Company's travelling customors4s 
Is the Union Oil Company of California a subsidiary of any 
other company? 
No. 
Who are the stockholders of thet company? 
The stock is publicly owned. 
And who are the stockholders of the Union Oil Company of 
Canada Limited? 
The Union 0i1 Company of Salifornia.e 
Wholly? 
Wholly, yeSe 
Who has the controlling interest in the Union Oil Company 
of California? 
No one, no shareholder has the controlling interest. 
Hew is the stock held? 
By the public. 
Held by the public and no on stockholder has any control? 
Noe 
Can you give us the names of the Directors of the Union Oil 
Company of Canada Limited? 
THE CHAIRMAN: Is there any property control, 
anyone own Apa physical assets, any part of them other 
than the Company itself? 
NO. 
Which it utilizes? 
Noe The Directors of the Union O11 Company of Canada, 


Limited are R..P..Siholair,, Reese H.. Taylor, 
W. Le Stewart, Jr., Paul M..Gray,. Ve He Kelly, 


He. W. Saunders, R. J. Kenmuir. 
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MR. FRAWLEY: Where do they live? 

All in Los Angolés é6xcépt Mr. Kenmuir who lives in 
Vancouvere 

And where is the Head Office of the Company? 

In Vancouvere 

And how many brenches have you in Canada? 

Bae & Gis Mars hot Mitek de 

There is your Vencouver Heed Office? 

Yes, and there is an office in Alberta. 

Thet is the only Branch office? 

Theat is right. 

Situated in Celgary? 

That is right. 

Was the parent company, that is the California Company, 

manufacturing its own products and producing its own 
products? 

To ea large extent. 

And opereting its own refineries? 

YOSe 

How many refineries? 

There are three operating refineries in Celifornie. 

When you say to a large extent, what do you mean by that? 

Well, we purchase some products.» 

And what deo you manufecture and produce and sell? 

Well we manufecture practically the whole line of petroleum 

products. 

Greases? 

Greases. 

And the Canadien Company distributes and merkets those 

products in Alberta and British Columbia, I will put it 


this way, does the Canadian Company market and distribute 
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the products of the parent company in British Columbia ~ 
and Alberta? 

Not altogether. The parent compeny manufactures the 
lubriceting oils and greases; it also furnishes, sells 
erude to another company which refines it and the products 
are purchased from that company. 

THE CHAIRMAN: Another company in British 
Columbie you mean? 

YeSe 

MR. FRAWLEY: The Imperial O11 Company? 

The Imperial Oil Company. 

THE CHAIRMAN: It sells crude oil to the 
Imperial Oil Company in Vancouver? 

That is right. 

Where they heave « refinery? 

YeSe 

And they manufacture the products thet you require and you 
buy from them? 

That is right. 

MR. FRAWLEY: Before we leave that, do you 
also sell to the Imperial Oil Company its own crude 
requirements? 

We doe 

For its own refinery purposes? 

We de, yeSe 

MR. VALLANCE: Can you tell us whet the total 
investment of the company in Alberta was as of June 30th, 
1938? 

$265,221.69 


Have the details of that investment been furnished to the 
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Le ee yon — 


Commission Counsel? 


YeSe 


And are you aware of ell the material that has been 


furnished? 

THE CHAIRMAN: Are you going to file that? 
MR. VALLANCE: Yes, Mr. Frawley is going to 
do that. 

THE CHAIRMAN: Very goode 

MR. VaLLANCE: Are you aware of ell that 


meteriel which has been filed on behalf of the company 
with the Commission Counsel? 

Yese 

With respect to the operations of your Company in Alberta? 
Yes. 

MR. VALLANCE: My learned friend, Mr. Frawley, 
will question you on that material and I will ask you to 
enswer his questions now.e 

MR. FRAWLEY: Mr. Doty, how long have you 
been in the Province of Alberta, I mean your company, of 
course? 

The company? 

Yes, 

I have not the exact date but it was shortly after they 
were incorporated. 

After they were incorporated in British Columbia? 

Yese 

So it would be shortly, either in the year 1921 or shortly 
thereafter? 

YeSe 


And how did the operations commence, what wes the neture 
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of the operation at the beginning? 

The nature of the operation, we sold, we had bulk stations 
at various points to which gasoline and other products 

were Shipped from British Columbia. 

Yes, that is what I wanted to know, you began by establish- 
ing 5 bulk points in Alberte as I understand, you built 
those all at one time, I think, did you not? 

Approximately SO-« 

At Banff, at Calgery, at Edmonton and in the Peace River 
country at Grande Prairie and Wembley? 

That is right. 

And heving esteblished those bulk points you brought tre 
supplies from the Province of British Columbia, from 
Vancouver, from the coast? 

Yese 

The crude which you sold to the Imperial end which they 
refined at their plant at Toco near Vancouver was made 

into refined produets for your company which you sold in 
the Provinee of British Columbia but insofar as we are 
concerned, which you brought over the mountains into Alberta 
and distributed here? 

Yese 

As @ matter of fact I understand that your main distributing 
point at that time wes in the northern part of the province, 
at Edmonton? 

ee eae” SOe I cannot say positively as to thet. 

And the gasoline came by fetal to Edmonton snd was then 
shipped to Calgery and Banff, the other two stetions in 
the southern part of the province and then north to 


Grande Preirie end Wembley, that is what happened, the 
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Salen Doty 


movement was to Edmonton and the movement to Calgary Was 
from Edmonton? 

I cannot answer that. 

Oh, I see, you do not know about that? 

He, (20 not. 

MR. FRAWLEY: Is Mr. Venus in’ town, there 


may be some things that Mr. Doty woulc not be expected to 


knoWe 

MR. VALLANCE: Well Mr. Venus can be made 
available. 

MR. FRAWLEY: | I think if we had one of the 


officials of your local company here it might helr.e 
Q MR. FRAWLEY: Anyway, you did bring the 


gesoline over the mounteins? 


YeSe 

Q Do you know what the freight rate was per gallon on that 
gasoline? 

A Oh, I do not know what it was at that time. I have some 


information at the present timee 

Q It was 8.7 cents, Mr. Doty, as I recall looking into it 
bp Look 

A Well that is probably correct. 
Of course, that mere, that item alone made, was bound to 
make the operetion latterly a hopoless one, was it not? 
Not necessarilye 
Well now in the beginning, and this is whero I went to 
be quite fair to you, in the beginning you were able to 
operate this market, conduct this marketing operation at 
= profit even at an 8.7 cent freight rate? 


A I believe we were, I have not that information. 
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In other words, the tank wagons were high enough at 

that time that you were warranted in coming in even 

with the proliminary obstacle of 8.7 cents per gallon 
freight rate? 

I believe that was the case, yes. 

And then gradually, since 1921, the tank wagon prices have 
gone down but you have continued until very recently to 
move the gasoline from the coast? 

That is right. 

But you gre not now doing that? 

We are not now doing that. 

You have now made an arrangement with the Imperial Oil 
Company and you take your requirements from the Imperial 
Jil Refinery at Calgary? 

That is right. 

Now why did you make the changes? 

Beczuse there was an over~-production, about that time there 
was an over-production of crude in Calgary and we wanted to 
be able to market locally produced products. 

YeSe Well now, even before the discovery of crude in 
Turner Valley, in. ths summer of 1936, the operation had 
turned from a successful to an unsuccessful one? 

Yes, I think that is true. 

Then I ask you why you had not made an arrangement with the 
Imperial Oil to obtain your requirements at Calgary prior to 
and regardless, prior to and regardless of the discovery 

of crude at Purner Valley? 

Well, tho Imperial were refining crude from across thse lina. 


Montana crude? 
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4 Montana crude and they had to buy that crude. 

Q Yes? 
The crude which we produced and sold, I will put it this 
way, the products manufactured from the crude that we sold 
the Imperial allowed us some producing profit on the ¢rude 


cil, consequen’:-, it was to our advantages to do so. 
’ G .* 


Q Oh, I see. New then you produce crude in Cglifornia? 

b Yese 

Q You bring it by cargoes to Vancouver? 

4 Yes. 

Q It is sold, it is actually sold, it is not @ custom 
refining arrangement? 

v2) No, it is a purchase and sale. 

& The Imperial buys if from you and it is their crude, all of 


it when it comes into the refinery? 

ms) That is right. 

q And at the other door of the refinory you purchasc the 
refined products? 

Right. 

Q And you say you found that operation in itself showed 
you sufficient profits so that you could send the 
gasoline over the mountains into Alberta against that 
freight rate and market it without showing an over all 
loss? 

That is right. 

Q Correct, then why couldn't you continus to do that, not- 
withstanding the fact that the Imporial Oil had changed 
the operation and stopped bringing in Montana crude and 


was using Alberta crude, what was any different thors, 
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so far as you were coneerned, you see what I want, you 
see what I mean or did I not make myself cloar? 
A Well the Imperial had ths erude of their own here, they 
produced erudes 
Q Yes? 
And they had a surplus and it is good business to buy 
products from them when they are buying crude from Use 
Q Yese Now first of all the Imperial does not produce any 
more, according to the record here, no more than about 
half, no, it is away under half, it is not 20% of what 
their refinery runs aro, they purchase about 80% in the 
open market, in the oil field, and produce 20%, so that, 
does that now make any difference in your answer, we 
want to have it all as clear as we can, Mr. Doty? 
S Well at the time we discontinued shipping it over the 
mountains the whole idea was that we would be marketing 
@ loeally produced product in Alberta. 
Q Oh, well then there is that which is a consideration all 
by itself. You say that had some effect? 
A That was the primary reason for initiating that change 
in operation. 
Oh, that was the primary reason? 
Yes. 
*) Now then you must have been, just prior to your discontinuing 
the movement over the mountains, you must have been showing 
&@ very very considerable operating loss on account of that 
freight rata of 8 conts? 
We were showing a loss. 


And it might be suggested it was e reasonable development 
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that you should get rid of that if you could and you gut © 
rid of it very well by purchasing from the refinery? 

ZB That was a secondary consid2ration at the time. 

@ Yes, because you already told mo, I understand that is 
what your answer was, that the profit on the crude in 
California took care of that loss, so you are quite 
consistent, that the chief reascn was to put a local 
product on the market locally? 

Yes. 

Q And in fairness to you I notice as. a marketing policy 
your stations now have a sign indicating that you are 
selling Alberta crude? 

4 Ye Se 

Q Now you are, is your arrangement with the Imperial an 
exclusive one, is it evidenced by written contract, 
the purchase of your supplies from the Imperial in 
Calgary? . 

m It is not g contract. It is merely a quotation from them. 

Q & quotation from them? 

A Ye Be 

Q A quovation from them? 

4 YeS~e 

Q Thero is not any contract that you have entored into 
executed by both parties, the one binding itself to the 
other? 

b There is not, 

Q And have you got then just what evidence there is, what 


quotations have been given you and so on, did you bring 
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Se Le Doty 
any documsnts of that kind with you? 
A I do not know whether I have that or not. 


Q You have recently had a change? 
That is right. 


( Go to Page 12,729 ) 
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Bi fle LOT, 
No. unrortunete:y I did not bring that. 
You began to purchase refined products from the Imperial 
Oil Company without any formal contract and simply gota 
quotation from them? 
het 19 right. 
Isvit tied up in any way or dependent upon or any errance— 
ments made interlocking with the Coast arrangements? 
Our contract provides that we have an option to purchase 
products from the Imperial at Calgary. 
your contract. Which contract, when you say “our contracn’¢ 
The contract that we have for the purchase of refined 
products and the sale of crude. 
The arrangements at the Coast are evidenced by written 
contract? 
They are. 
Have you got the written contract with you? 
I have copies. 
Wellce copy. Utyyou have & copy which you! eres earesapou:, 
we can file that. 
LGoie at one novel. 
Perheos that could be brought up. Has iv "beénm in existence 
for some time without any change or is it a recently made 
one? 
It was effedtive January 1, 1938. 
And at that time that contract then contemplated you might 
purchase your Alberta requirements from the Imperial at 
Cas ace yr 
It gave us the option. 
Lt gave you the option to buy at the Imperial refinery if 
you wished? | 


Yes. 
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Oo. bb. DOL. 
At any price. Were there any prices named? 
No prices quoted. 
When did you actually begin to purchase from the Imperial at 
Calgary? 
fT DelLlcve. Lu wae che Jatlor tart or 7986. 
Oh, the latter part of 1936. You have been purchasing from 
them since then? 
Yes. 
I did not think it was so long ago? 
I am quite certain of it. 
Then you started to purchase from them before there was any 
contract giving you the option tc? 
4es, 
Was there-any purpose in including that option after the 
fact had been accomplished and you were purchasing from them? 
fhe reason for that is that our contract provides that we 
Will purchase all of our dutiable products from the Imperial 
in Canada. 
BIA OL Your duliable products from the Imperial in Ganaday 
Yes. 
In other words, as against any other company you will purchase 
any of the products you would otherwise have to bring in 
from the United States? 
Thay 1S Pasa. 
And pay duty on. You have agreed with them as part of this 
big crude arrangement, you have agreed to purchase ali of 


your Well, Verwetiy, all your rerinec products? 


3 
All our refined products. 

BeGause, Urectically speaking, whey are all duviapler 
Leos thee we Tigh is 


You are a company which is - not using "tied" offensively, 
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but you are in a sense tied to the Imperial with respect to 
the purchase of refined products in Canade? | 
In that respect only. 

THE CHAIRMAN: Do you supply the Imperial with 
all its crude requirements in British Columbia, Mr. Doty? 
We do, except possibly one or two ees per year, which 
they bring in for special purposes. 

You say you are in no wise connected with the Standard Oil 
of New Jersey? 

NOV’ we are nov. 

Nor any of its subsidiaries? 

No. 

We have been led to believe that the Standard Oil of New 
Jersey Mas Ssubsidisries in-California. That is correcs, 16 
it not, Mr. Nolan? 

MR. NOLAN: There has been some mention made 
of the Standard Oil of California as being a subsidiary of 
the Standard Oil of New Jersey. That is incorrect. It is 
not on the record in evidence but, perhaps, Mr. Doty woulé 
be good enough to tell us. 

As Tervas Iv know it is not a subsidiary. But it is oneot 
the Standard group. 

But there are a number of companies, Mr. Doty, operating in 
the United States under the name of Standard. MThe Standard 
of this or the Standard of that, which are not subsidiaries 
of or connected with the Standard Oil of New Jersey? 
FOsSSSt tvs 

You know that from your experience in the business, don't you? 
Yes. 


One of these is the Standard Oil of California, which is 
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os. GF. Dot. 

unconnected with the Standard of New Jersey. 

TH: CHAIRMAN: Do you know that? 

MR. NOLAN: We have no evidence of that here. 
1-d0 (not thimkesthere is.any .cvidence..),.1t /isva.mecognized 
fact though that the Standard ecumosaniesg have more or less 
interchanged. Lt is. onésbig.family, you .mighiusay.,» obrictiy 
Speaking, 1 think+they.are independent .but there is some 
stock tie-in IT am certain. 

THE CHAIRMAN: some stock tie-up? 

Yes. I think some of the shareliolders own stocks in both 
companies. 

MR. NOiLaN: WeLimon wont. préessiat. sweswi 14. 
have to make it clear to the Commission some way. 

THE CHAIRMAN: “that I was getting at was it 
would seem to support this view of lir. Nolan's that here is 
the Imperial Oil Company buying all its crude requirements 
irom &@ company that Mr. Doty tells us is in no wise 
connected with the Standard Oil Company or its subsidiaries. 
MR. NOLAN: ‘wits And you say "Why don't they buy 
Trom the»standaravOil of California". 

THE CHAIRMAN; Yes, pitvituis a. ,ertivcertqholiy 
owned subsidiary. 

MR. NOLAN: There will be witnesses come, 

as has been discussed with the Commission, and I think 
these general questious as to inter-company relations 

could best be discussed here with them, with those people 
who he.* firsthand knOwledge. Firsthand impressions 

are not always facts. 

TH: Cli. IRMAN: No. 


MR. FRaviEY: It might be useful to pursue that 
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oO. &. Doty. 


California-British Columbia arrangement. Has there been 
any material change in the arrangement in the last four or 
five years. Has there been any change since the year 1935, 
in other words? In the basic arrangemert between the 
Union of Ceaiitornia and the imperial? 
axcept that prior to 1947 they acted as customer refiner 
fOr us, We paig Then A Tixer price per barrels 
You might bring that out. Let me read you a question 
asked of your compary by “whe Varitr Board in 1995) ane. 
the answer your ccmpany made, and you might wish to comment 
on it. ihe enswer is in a letter of the 17th Bpra 2242. 
written to the Chairman of the Tariff Board, addressed 
incidentally to Calgary, because it came through - I was 
going to say it came through my hands, I have a vague 
recollection perhaps it did. However, that is not 
important. i 28 signed “Paul WM. Gregg, Vite=rPresaigeny.” 
The question was 

"Q Does Union Oil Company cf California sell erude oil 

- 40 ule imperial O11 Company at loco, ami af so ai 

" what price? 

Hh Union Oil Company or California does Sell crude oil 

ds to the Imperial Oil Compamy, not at Ioco but at 

San Pedro or Port San Luis, Califcrnia. The price 

i TOY The tight crude oll from 24 +,.24.9 eravity, 2 

supplied at such gravity, is based on the Standard 

ig OL. Gompeany of UValifornia’s posted Tield price tor 

A Los Angelos Basin crude oil at the time of shipment, 

" eLrlrective at either san Pedro or Port San Luis, 

provided that if, under the contract Union is not 


able to supply oil from 24 - 24.9 gravity, but does 
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Se wa DOU. 
e supply oll between 23 and 25.9 gravity, the price is 
vt the average of the Standard Oil Company of California's 
M posted field pries for like ,gravity oil for the 
" Huntington Beach and Signal Hill Fields, respectively. 
if At the dave of the contract the price was 69¢ per 
UL barrel... At the present time .the price is 93¢ per 
uy barrel. Me Orca .lor, heavy crude fTromit oe=ei 7s 
, gravity is the Standard Oil Company of California's 
MY? posted field price prevailing in the McKittrick, 
" Sunset or Midway tields, and at the date of the 
y contract was 55¢ per barrel. At the present time 
a the price is 57¢ per barrel. 
ft All transportation costs from the 
y respective fields to..Ioco, including pipe line 
u charges, harbcr charges and steamer charges, are 
e paid by Imperial Oil Company." 
Does that arrangement still subsist? 
Essentially. ty 28 pinvoit ferent rom. 
Different form, but essentially the same thing. It is the 
sale of crude oil? 
Et 15,t86 seie of erude.oil by the, Union O01] Companyyso 
the Imperial. 
At the Standard Oil Company of California's posted prices 
for those various fields? 
That is right. 
Your company does produce crude oils of various gravities? 
They do. 
They could supply the Imperial crude oil within what ran-e 
of gravities? 


From 25 to 38. 
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Bs ge DOCS. 
From LBAVO S67 
Yes. 
And do you know, as a matter of fact, what gravity of 
erude 28"0elngs taken, -thelnormalerefinery*zunvat loco? 
60 to 24 is the normal. 
That? ef Goursey isitheakind!of thing wthat: loomed very 
largevin the British Uolumbia® investiration, did it nod, 
the gravity of the crude that was purchased by the Imperial 
from the Union? 
I believe that was brought out. 
Hq SeDees Union O11 Company of California purchase ites 
" PasolameG and Kerosene requirements from Imperial 
7 Oil Company at Ioco, and if so at what price? 


"i Union Oil Company of California does purchase its 


ey requirements of gasoline and kerosene for marketing 
u in Canada from the Imperial O11 Company at Ioco at 

‘ the following prices: The price for white motor 

at gasoline, at the date of the~eontract and based on 

Ht a well price ofmso¢ for light cruge oil, was %.de¢ 

zs ber Us 6. eellon) [mperialvwcealion, 8./8¢ iS rice. 


however yoas well as’ the: price forscertaiuioiner rerined 


mi products, is subject to fluctuation in accordance with 
5 fluctuations ifn the price of crude ‘oil 86. as tc insure 
n the Imperial Oil Company a processing charge of 164¢ 

u per barrel for such crude cil delivered to them. 

m The present price for white motor gasoline is 10.96¢ 

m per Imperial gallon, for "76" (leaded) gasoline is 


e 11.60% and for Ethyl gasoline is 13.36¢ per Impérial 

an gallon. The basic price for kerosene is 9,05¢ per 

e ewe ere lion et. O.iDe) hoo, wiimperiel eallon LOwe6e). 
is to which cost are added shipping and handling ein 


ui The abcve prices are exclusive of sales taxes." 
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Ee dah DOU « 
I presume these prices do not obtain at the present time? 
They do not. 
Does the basis prevail. Is there still a reference to the 
field price of crude in the price which you pay the Imperial 
at Ioco for refined products? 
There is a basic price and that price will change subject 
to the fluctuations, increases or decreases in the price 
of crude and inereases or decreases in the price of natural 
gasoline or transportation or taxes, or any other factor. 
But, nevertheless, it is essentially a purchase and sale 
or gasoline? 
That “is right. 
at ane Sat woor or “the refinery? 
That is right. 
THE CHAIRMAN: As + understand it, Mr. Va lance 
Pe woOlne to file a copy of thevcontract, which will spear 
fora vVseit. 
MR. FRAWLEY: : Yes. are these things we have 
been talking about mentioned in the contract? 
Yes. 
MR. COMMISSIONER LIPSETT: Is that price of 16% cents per 
barrel for’ processing, woen they were on the customer basis? 
Yes. 
Was that the whole charge made at that time for processing 
the crude? 
Yes, that was the whole charge. 
for Ghelrerinec™ products? 
That is per barrel of crude oil. 
Did you at that time set all the products, including fuel 
oil and----- 
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Seo tw. Doty. 
YOU Vust eo vour barrel, Of crude o1l processed? 
That is Tight: 
and you took all---- 
We took all the products produced from that barrel of cimude. 
And paid 164 cents? 
Yes. 
THE CHAIRMAN: How much? 
MR. COMMISSIONER LIPSETT: 16% cents a barrel. 
THE CHAIRMAN: I thought it was 15 cents he said. 
1627 
jThat is right. 
And does that obtain to-day, do you say? 
It) is) on G ait ferent arrangsement- 
You “are now buying the products? 
We are jobuying the products. 
MR. FRAYWOBY: That is why I thought you had 
departed from the arrangement whereby you had agreeli tc 
fix the processing charge for Imperial at 164 cents a 
barrel? 
That has been eliminated. 
Now, the Union Oil Company of California, of course, is the 
contracting party with the Imperial Oil with regard to the 
Sale OF une crude Olle 
That is hamled in this manner. The Union Oil Company of 
California sells to the Union Oil Company of Canada the 
erude oil and the Union Oil Company of Canada in turn sells 
it to the Imperial at the refinery in British Columbia. 
Is there any mark-up between the two Union Companies? 
The Canadian Company gets a commission. 
How muck, so much a barrel? 
SO much ner barrel. 


Do you know offhand what it is? 
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S. L. Doty. 

4 ft do. not recall the fiewmes. -They are in the contract. 
Q Is it in this Imperial contract? 

A No, it is not in that contract. 

Q Well---- 

A The pric3 which the Imperial pay for the crude is the 


Oo FP O&O PF 


posted price plus transportation. The commission that the 
Canadian company obtains is off the posted field price. 

It is between the two Union companies? 

That is right. 

That may be of some interest to us, more than our natural 
interest in this British Columbia operation, it might be 
of some immediate interest to us here. It might be 
important for us to know what that commission is in that 
transaction. lt might be some guide to us in similar 
transactions here if there be any. Can you give us 
approximately what that is, or would you be able to tell us? 
D think as as 10 cents per barrel. 

Now, the products are purchased - the products now are 
purchased from the Imperial Oil Sompany by what company? 

By the Union Oil Company of Canada. 

And that is in British Columbia? 

Yes. 

4nd the products are purchased from the Imperial Oil Company 
at Calgary by the Union Oil Company of Canada? 

Mihavo.s COrrec ts 

THE CHAIRMAN: The Imperial buys at tank a 
waggon plus freight? 

MR. FRALEY: The Imperial buys from the Union 
O11 of California at the posted field pricé plus carriage, 


plus harbor charges and freight charges. 
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S. Ls Doty. 
THE CHAIRMAN: Yes. 
MR. COMMISSIONER LIPSETT: Was that 164 cents for the 
processing, Mr. Doty, was that the ordinary charge, or 
were there any special circumstances under which that 
figure was arrived at? 
Well, it was a charge agreed upon by the two companies. 
usta tein price for refining a barrel of erude? 
Yes. 
MR. FRAWLEY: At Ioco? 
At Ioco. 
Of what kind of crude? 
Wel, Lt 2s averagcer crude. 
Well, just let me see now; going back to this information---- 
TH CHAIRMAN: We would like to know exactly 
what products were made from it, Mr. “rawley. 
MR. FRAWLEY: Yes. First of all, we would 
ike to eve the grayity or the crude. First Let merask 
you, how long did that arrangement subsist. When did that 
discontinue, the agreement upon the amount of the 
processing charge? 
At the end of 1936, 
That was in force from about 1921 on? 
From 1926. 
From: 1926 to 1936 there was an agreed processing charge 
at Ioco of 168 cents. Always? 
No, it has been adjusted from time to time. 
Increased or decreased or both? 
Both ; 
Balbo eulewWeve OL Gab, perers Siletter to the Barit it board 
of the 17th of 4pril, 1935, it was 16% cents? 
That is right. 


Were there eny further changes before it was discontinued, 
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oe in’ Doty. 


the arrangement I mean, discontinued, or did it continue 

to be 16% cents? 

It was later reduced to 14 cents. 

How long did it continue at 14 certs? 

Untilsthe pecinninge of 1997. 

And then it was discontinued altogether? 

Yes, when this contract was written on a different basis. 
What was the reason for writing the contract on a different 
basis? 

The reason was----it had to do with Customs regulations 

on the importation of crude oil. 

ft had to do with Customg regulatinns with respect to the 
importation of crude cil? 

Yes. 

I presume it did not make any difference at all with respect 
to the price at which you bought? 

No difference in price. 

Did it continue basically and essentially to be based upon 
a 14 cent processing charge? 

I think you can say it that way, yes. 

It was VERMA hHeOwe - then the contract, one might say, 
was rewritten in form rather than in substance? 

That is right. 

And the processing charge agreed upon between the Imperia] 
Oil and the Union of California still continued to be 

14 cents, and the price at which you paid for your products 
at the refinery at Ioco continued the same under the new 
contract? 

Approximately so. Essentially so, yes. 


And the contract was then made because in the opinion of the 
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two companies, [I take it, there was some necessity in view 
of the existing customs laws and regulations? 


That is right, to get around some technicality. 


THE CHAIRMAN: Are you speaking of the surrent 
contract? 

MR. FRAWLEY: Yes, that would be the current 
contract. 


That is the current contract. 

It béare date the lst of January’, 19567 

Effective the lst of January, but it was operative prior to 
that time. 

THE GHATRMAN: The current contract when examined 
in its ¢ssentials calls for 14 cents for processing a barrel 
of crude? 

Noy tars mot ‘specizicd there. 

MR. FRAWLEY: Mr. Doty says essentially, that 
is the manner in which the contract prices were worked out. 
THE CHAIRMAN: Yes, that is as I understand 

Mr. Doty. 


The date of the current contract is just prior to January 


Ley, i938. 
MR. FRAWLEY: On, 29387 
Yes. 


The current contract? 

Yess 1957 was a different contract, which contained 
essentially the same provisions as the current contract. 
Yes. The contract was first rewritten as of January lst, 
1935, and rewritten in its new form? 

Yes. the Tey or Jennary; 1937: 

Then what was the situation in 1936. You have a date as 


lst Januery, 1936. Was thet just an error? 
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o» L. Doty. 
No, that is an error. 
It should be ist January, 19377 
Yes. 
The old arrangement continued, the arrangement you have 
just described to us, and that I have read to you from 
Me. Uresots letter of the 17th of April, 19955 that 
arrangement existed by virtue of a contract which went 
through to the end of 1936? 
That is right. 
And the contract was rewritten for the purposes you have 
given us and in the féshion you have told us of as 
Glrecuive F8y Januery, 19577 
Yes. 
Then you say there was a further revision and the current 
contract bears date the lst of January, 1938? 
That is right. 
What was the reason for the final revision to the present 
current form? 
Doubtless to get around some technicalities. 
It was to get around further technicalities? 
Yes. 
In connection with importation mattérs? 
veo. 
and Customs matters? 
ee. 
THE CHAIRMAN: let me be clear on this-one thing. 
YOur Gurrent contract then is the one that was rewritten 
On she Lstjor Vanuary, L687 
That is right. 
I just want to be clear that I understand Mr. Doty aright. 


That essentially the price of 14 cents for processing a 
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S. L. Doty. 


barrel of crude oil still remained? 


A Essentially, yes. 
MR. FRAWLEY: Would 1% be a ereat deal of 
trouble - I hope if would not be, - for’you to file copies 


of each of these rather peculiar contracts with us. I take 
it you have not got them all here with you? 


A Tehaven't them here, I couddiget them. 


so 


Will you be good snough td file with the Commission the one; 

LieLe Con De brought up.tromecgis notel, perhaps at recess 

time, and the others would you have sent from Los Angeles? 

A I would have to send to ios angeles for them. 
WOuLdryoutbeecood enough to have copies of ‘these contracts 
made and sent to Mr. Vallance? 

A Let me get exactly what contracts you want. 
First, I start with the contract which was effective in 
April, 1935. I do not know how long that had been in 
6xistence’.. Perhaps you can tell us now? 

A Approximately since 1932. 
I do not think we need go back beyond that. The contract 
Lrom WIOGeon. 

Q THE CHATRMAN ; That was the one that called for 
the 16% cents? 

A Yeo. 
And then between 1935 and 1937 vou have a contract wherein 
the processing charge was.reduced to 14 cents? 

A Yes. 

Q And then that was rewritten in 1937 because of Customs 
requirements? | au 

A Yes. 

And it seemed a matter of expediency? 


That is right. 
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Bo Us WOUys 
And again the first. of vanuery, 1936, there was a further 
revision to meet like Customs requirements? 
fhat is rignt. 
MR. FRAVIEY: It would appear to be there 
would be three contracts, the current one and the two 
preceding ones? 
MR, VALLANCE: Pie one>-eriective: Auril lst teoo, 


that would be the 1932 contract, and the rewritten one in 


Od « 
MR. FRAWIEY: BEfective the Ist of January, lool. 
MR. VALLANCE: And the one of the 1st of 


January, 1938. 

THY CHaIRMAN: Now current. 

MR. FRAWLEY: And if you find you are mistaken 
with regard to your memory in respect to these dates, if 
there ere any intervening ones if you would be scod enough 
to let us have them? 

Yes. 

Just pursuing what the Chairman said a moment ago, it is 
fair to say the revision of the contracts were a matter , 
insofar as the Customs regulations were concerned, were a 
matter of expediency? 

THAD WES TLent. 

It really was then by virtue of these contracts that you 
have just told us about that you became purchasers from the 
Impérial at Calgary rather than from the British American 
or some other company? 


I would say so. 
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But the prices, but the prices which you pay were purely 
a matter of quotations I mean? 
Exactly. 
There was not any question of a certain processing 
charge at the Calgary refinery being the basis of the 
contract? 
No.» 
In other words I suppose we would expect to find that 
you are paying the same price for your gasoline, as a 
matter of fact we know that, I will just read you from 
the Imperial's submission which does not just happen to 
be heve at the moment, the Marketing Manager of the Im- 
perial, just to have you confirm these prices for us, 
and then you can file whatever quotations you have re- 
ceived: Mx. Halverson, the director in charge of market- 
tie tor the Imperial Oli sateates in. bis Nxhibit- "4L6" 
dealing with jobber prices that your company along with 
three or four others, namely the Canadian Oils, Union 
Oil Coupeny, Highway Oil Company. Maple Leaf, North Star 
and Texas Jompany, these other companies and yourselves 
pay for "Q" Gasoline 6 cents, or. paid as of the date of 
this Exhibit some weeks ago, paid 6 cents under posted 
tank waggon price at destination and for Ethyl gasoline 
13 cents above "Q" coloured; for Standard White Gasoline 
5 cents pelow "Q" coloured; for Motor Gasoline White 
5 cents under tank waggon at destination; for Tractor 
Distillate 5 cents under; for Turner Valley Gasoline 5 
cents undex; for Water White Kerosene 6 cents under, do 
you think that is right? 


Generally I think that is correct. 
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Ps 

Q You know, quite recently, within a matter of weeks, the 
Imperial has re-established its prices to jobbers and 
put them on a different basis? 

A That is right. 

Q You have been advised of that? 

A Yes. 

Q, The Imperial deals with you direct in Los Angeles in 
these matters, does it? 

A No, they deal directly with Mr. Venus. 

Q They deal directly with Mr. Venus? 

A Yes in the quotations, the prices, the Alberta prices. 

Q I see, so that the dealings are directly between the 


Toronto offices cf the Imperial Oil and Mr. Venus who 
is your Alberta manager? 

A Theat Ls right. 

Q Hel Mr. Venus oan perhaps confirm that for us, it.is 
just a matter of bringing up-to-date the prices you are 
paying the Imperial. I assume you are now paying the 
Imperial F. 0. B. Refinery, that is since the 10th of 
July you are paying the Imperial at the Refinery 10 
cents for Standard Gasoline and the »xther prices? 

A I think that is correct. 

Q, MAJOR LIPSHTT: Mr. Doty, when you are 
filing these contracts with the Ioco Refinery would you 
also give us a statement as to what the actual cost was 
under these different contracts of the refined products 
Cr, Of vine orude when rerined? 

A I think the contracts contain that information. 

q As I gather the prices that you would be paying at Ioco 


were the posted price of the crude plus a transportation 
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charge’ plus “any duty? 

Tiat 28 Li eht. 

Plus 14 cents or 163 cents a gallon according to the time? 
Yes. 

Now can we get translated into figures per gallon all that? 
I think these contracts specifies that. I am quite certain 
of that. 

THE CHAIRMAN; We perhaps can take 4 
slightly longer recess and perhaps Mr. Vallance could get 
that information, so we will not be guessing about it any 
Longer. 

MR. FRAWLEY: Yea. Of course the bhing 
that Mr. Commissioner Lipsett is speaking about now is 

a thing which exists in terms in the earlier contracts? 
That is right. 

It now only exists as you say essentially? 

That is right. 

Following that up would you be good enough, unless these 
earlier contracts so specify this, it would be important 
for us to know and £E think necessary for us to know, the 
nature of the crude which was to be processed,for 14 cents? 
MR. NOLAN: DO Pewle yo bt 1 Mey dias 
terrupt I would like the witness to tell the Commission 

the nature of the crude which was being. processed and the 
exact nature cf the processing through which that crude 
was being put. 

THE CHATRMAN ; And the various products 

that emerged. 

MR. NOLAN: All right, and the various 


products that emerged but particularly what work was done 
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by the refinery on the crude and the emount of crude 


that the work was being done on for the 14 and the 164 


cents? 

wRe FRAWLGY: Oh yes, es. 

TH CHALTRAN : in Le BOs 

wRe FRAWLEY: We certainly have not 


come to any thing of that kind yet. 

MR. FRAWLEY: Let us diseuss that for a 
moment, what was the anount of crude which was delivered 
to the Imperial Oil refinery and which wis to be pro- 
cessed for 163 cents and later 14 cents a barrel, within 
what range? 

It was from 15 to 26 « 

From 15 to 28? 

And the average probably being arovnd 2d or 24. 

THE CHAIRMAN: 28 what? 

wRe FRAWLEY: Be rs Le Sravinye 

Aro oe Poavuy 


A. Pp. I. gravity and those figures were what again, 14 


Yes, 

With the average being about? 

About 24. | 

And the price to be 16$ and later 14 at any one of those 
gravities within that range? 

That is right. 

THE CHATRWAN: And the nature of the prod- 
uct and what resulted from the barrel of crude? 

biRe FRAWOE Y; Yes, before we leave the 


gravity of the crude, was the contract restricted that it 
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was not to be any higher than 28 and lower than 18 did 


you say? 
TH CHATRMAN; 14. 
ike FRAWLEY: 14, at that price of 16% 


and later 14? 

There is no restriction. 

I mean if they had changed their crude order and, well 
new, let me understand, the crude you are being supplied, 
the erude you produced was not any lower than 14? 

NO 

But they could have ordered crude higher than 28? 

YeSe 

And it would have been still the same processing charge? 
nd still the same processing charge. 

Ana then the nature of the operation, can you give us 
some idea of the nature of the operation which was to be 
paid for at this price of 16% and later 14? 

That included the paying off the, no, the processing, it 
included processing the crude to their regular conven- 
tional refinery. 

Yes? 

We did not recognize any cracking facilities. 

You mean no cracking operation was taken int» account? 
That is right. 

That is the important thing? 

iiite NOLAN; [ ai sure the Commission dces 
not know what that means. 

mRe FRAWLIN: Putting it very bluntly, 
you knew the parties had in mind that the processing op-— 


eration was to be one exclusive of cracking? 
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neat. Leorient.. 

Was to be a skimming operation? 

A skimning operation. 

because the Imperial Oil did not have a cracking unit 

at that particular plant, which would be a very good 
reason for it, if you so understand? 

Well they had a cracking plant there. 

Oh, they had a cracking plant there? 

wie WOLAN: It was because of the 
nature of the crude? 

the nature of the crude and the quality of products that 
we required for sale. 

THE C HA TRA Ns What did you say, tr. Doty, 
IT am sorry I did not catch that? 

It was the type of crude and the quantities amd quality 
cf the products we required fcr our sales. 

This was a skimming plant operation pure and simple? 

Yes. 

Nc cracking? 

No cracking » 

wiRe FRAWLEY : So that we will be clear 
about it, whether they had a cracking unit or not, you 
say they had one and I accept that, but it was not with- 
in the contemplation of the parties that there would be 
eny cracking of this arude at all? 

That is the case. 

wRs NOLAN: Just there, ask him what 
treating was done. 

wR. FRAWLEY: Yes, that is the next thing, 


then in addition to the skimming operation what further 
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processing was contemplated to be done under the con- 
tract? 

Well gasoline always requires some treatsient and sub- 
S8equent to that it requires 'to be leaded which by the way 
is an additional charge. 

Oh, now then leading of the refined products was to be, 
the cost of leading was to be added to the 16% and 14 
eents respectively? 

Yes, that is right. 

Yes, was it all leaded or was any of it marketed by you 
unleaded? 

No. 

Now then the treatment, can you tell us any more about the 
treating, was this a crude that required a treatment to 
free it of sournsss or anything of that sort? 

Not very much, it was quite simple. 

It was not altcgether a swoet crude like the South Texas 
Crude? 

Not entirely. It probably required some doctoring and 

in addition some colour, 

Some colour? 

Yese 

Were any of these various refining and treating processes 
broken down at all in the contract? 

No» 

Or in any, I presume they were oroken down in the con- 
ferences which led up to the 16% and 14 cents but 

nothing Like that appeared in the contract? 

No. 


Were you a party to the arrangement, Mr. Dety? 
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Yes o 

Are you able to say what portion of the original 16% 

and later 14 cents was put down for refining as as 
against treating? 

No, there was no break-down. 

It was a bargain between the two companies? 

it was a bargain between the two companies. 

You were endeavouring I suppose to ascertain, to get a 
price which would not be much more than, if any more 
than it would cost you tc take your own California made 
gasoline and put it into the British Cclumbia market? 
That is right. 

Jind in California do you have essentially the same op- 
erations. purely a skimming and treating operation to 
put your, the gasoline you make from your California 
erude on the market? 

Yes we have. 

And then the fuel cil which was the other product, I 
have not asked you thet yet, what prcducts, how nany 
products were to be extracted from the crude under this 
errangement s 

Gasoline, stove oil, deisel fuei. hunker fuel. 

Gasoline, how many grades cf gasoline? 

Well there is usually two grades, one leaded and one un- 
leaded. 

Yese Two base stocks,one «a leaded treatment and one 
third structure, is that it? 

Well I do not think they had a third structure. I think 
it was all the same base stock and they leaded a pertion 


of it. 
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2 
Q, I mean is there any gasoline sold by you under this ar- 


rangement of the White Gasoline, a thirA structure White 
Gasoline, in British Columbia? 
A No, there is no third structure marketed; it is sold as 


a white gasnline but at the same price as the leaded. 


Q And it is the same product except it is not leaded? 

A Yes, for a specific purpose. 

Q Except for octane number it is about the same gasoline? 
A Yes. 

Q Now then there were these tvo gasolines; that really 


comes down to one gasoline apars from the leaaing? 


A That is right. 


Q. Ano? stoveroil, turnacevicniis you say? 
A Yes. 
Q That Getthe fuel oll) for burningvin furnaces and ‘there 


is @ certain market for that in British Columbia? 
A There ise 


And deisel fuel? 


Bm, 


A Yes. 
For marine, would that be for a marine fuel? 
A It is for burning in certain types of domestic heating 


equipment and marine deisel fuel. 


Q, Aud then the last category is bunker fuel and that is a 
marine fuel? 

A Marine or railway or industrial. 

Q Yes. Now so that we might say that the products fell 
into two classes, gaso.ine and fuel oil and the fuel oil 
into these three classes you have told us about? 

A Yes. 


ia) And the fuel oil, does the fuel cil require any treating? 
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No. 
Any of these three fuel oils? 
NO. 
They were obtained purely as a result cf the skimming 
operation? 
Yes. 
THI CHATRicA N: Now over and above the 
gasoline whichhas added to it tetraethyl lead I suppose? 
YeSo 
Over and above that have you a premium gasoline, an 
Bvnyl brand ? 
We market an #thyl brand. 
ihe PRAWLEY ; Yes, but let the Chairman 
be clear about that, you had one kind of gasoline? 
One base stock. 
Yes, one base stock and you added so much lead to make it 


regular gasoline and some core to make it premium gas- 


oLline? 
Yese 
nuAJOR LIPSETE; During this processing and 


with this operation, you got the crdinary Lthyl Gasoline 


and the Standard Gasoline as wll? 


Yess 

lik. NOLAN: They only got one base stock. 
bias OR LIPSHTT: One base stock. 

Mite NOLAN : One base stock of gasoline. 
THE CHALRuAN: For the 14 cents. 

wR» FRAWLEY: And they pay extra for lead- 
ing. 


WR. NOLAN: They lead that, and to the 
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extent to which it is leaded that gives them the other two 


grades? 

ATOR LIPSHTT : That is the Ethyl and the 
Standard? 

luhe NOLAN: Yes and pobhapd nire Doty 


would tell the Commission how much valume was going 
through, that might be interesting. 

wRe FRAWLEY: Was there something about 
minimum volume or maximum volume in the contract? 

The contract specifies the volume. 

THE CHATRWAN; I think we will weit for 
that contract. 

WRe FRAWLEY: Yes, but all these things, 
we will see when we see it, but I understand all these 


things we are ncw discussing are not in the current con- 


tract? 

Yese 

THE CHAIRMAN: The witness says they are. 
Re FRAWLEY: Volumes are of course. 

THE CHA IRMAN; : The one base gasoline, now 


that gasoline, if there is only the one, must have met 


the requirements of the Hthyl people in respect tc their 


base gasoline before they would allow the mixing of the 
bthyl fluid under-the name “ithyl"? 


That 18 S80. 


Therefore it must have been what they cenceive to be a 
superior gasoline? 


Yese 


They would not allow the name "Ethyl" to be used, that is _ 
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C2 
Le 
correct is it not, ire Doty, otherwise? 
A that is correct. 


THE CHA TkwAN; I think we will pause and 
get that contract if iire Vallance will be good enough to 
get it. 

Iikte FRAWLY ; Yes, it is ll o'elock now 
and if you will get it as quickly as yeu can. 


(An adjournnent of fifteen minutes was here taken). 


(Go to number 12,757 } 
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Da lis LOU 


8 MR. FRAWLEY} Mr. Doty,did you obtain 
@ contract or dopy of it ? 


A I got copies, yes. 


& 


What have you got then to produce? 

A I would rather have furnished copies that have not been 
all marked up. 

Q L Will be glad to have you withdraw. ..é....? 

A These are working copies. 

Q But so that we may get them in now and mark them and it 
will be quite all right if you will send cleaner opies 
and we can substitute them for these? 

A Vneatois a@iverieht,. 

Q Thesevare correct now, sere they "not? 

A There are two changes that would affect it somewhat, 

one a reduction in pipe line transportation of 5¢ per barrel 


of crude, and the other is an addition of 28 gravity crude, 


Q To the other crudes specified? 

A That is right. Those are the changes. 

Q, You produced two agreements. They are both dated the 
L7?th of December. Which one comes first? 

A They are both dated the same date. This is the sale of 


erude and this is the purchase of refined products. 

MR. PRAWLEY : Ure. DOLY PrOGUGES ah 
agreement dated at Toronto the 17th of December, 1937, 
between the Union Oil Company of Canada Limited and the 
Imperial Oil Limited - I said dated at Torontc, but the 
agreement says made in Terontc, the 17th December, 1937 - 
covering the sale cof crude oil of the Union Company tc 
the Imperial Company. 


MR.. COMMISSION&ER LIPSETT: Oovering the sale 
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Of omude ol. yerom? 

MR. FRAWLEY: From the Union Company 
to the Imperial Company. Frum the Union Oil Company of 
Canada Limited to the Imperial Oil Limited. 


(DOCUM™NT IN QUESTION IS 
NOW MARKED EXHIBIT *553'7) 


MR. FRAWLEY: and iir. Doty also produces 

an agreement made in Toronto the 17th December, 1937, between 
the Imperial Oil Limited and the Union Oil Company af Canada, 
the Imperial Oil Limited being the first named party in the 
Second agreement, covering the purchase of refined netroleum 
products from the Imperial by the Union Company. 


(DOCUMENT IN QUESTION IS 
NO) MARKED EXHIBIT 5547) 


And this is the contract which has an effective date, 
according to the bast part of THE. ese scee (Lt has an 
effective date from the lst of January, 1958, to continue...... 
well, I will read that effective clause. "This contract shall 
be effective from January Ist, 1938, to December 3ist, 1938, 
both dates inclusive, and continue thereafter fren year to 
year until cancelled." It was this contract, Exhibit "555", 
which covered the sale and purchase of crude and is the 
aurrent contract. Similerly, Exhibit "554", which provides 
that"it shall be effective from January lst, 19358, to 

December S3lst, 1938, both dates inclusive, and continue 

from year to year after until vancelled." That you can 

also say covers the purchase and sale of refined products 

and is the current contract? 

Yes. 


And just to go over it once more. You will send to 
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MR. FRAWLEY: I think it will help 

if I file as one Exhibit some of the material which 

the company hes filed and give 14. <veages. I think it 
would be more easily referred to. ‘ould you glance 
through that and tell me if that is the information 
containing descriptions of gallonage and capital invest- 
ment and prices.and,s0.on in this province? 

That) is: right. 


MR. FRAWLEY: T would offer this as 


one #xhibit, Mr. Chairman. 


(DOCUME YT, JN. CU RSTION 1s 
NO"; MARKED EXHIBIT "55509 


T think it might be useful if for descriptive purposes 

I just said what the Exhibit was, for the sake of the 
records Sani bit "Sop" is ‘the Tinancial information end 
Othe r marke ting information suprlied by the Union Oil 
Company uf Canada Tana ved to the Commission, consisting 
of 14 sheets, being sales and cost of sales of refined 
Oil products. Wholesale and retail outlets. Service 
station expense, year 1937. Capital employed in Province 
of Alberta as of June 30th, 1938. Analysis of marketing 
expense, year 1937. Data re gasoline purchases Province 
of Alberta 1938, being the cost of the purchases from 
the Imperial Oil Limited. Froperty investment, Province 
of Alberta as of June 20th, 1938, Sales of motor fuels 
in Imperial gallons, Frovince of Alberta. List of 
wholesale and retail outlets, Frovince of Alberta. 
Specifications of gasoline marketed in the Province of 


Alberta. Tank wagon bulk gasoline prices 19358, 
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S. L. Doty ow ot 
THE CHATRIAN: These are all Alberta? 
MR ME RAL ye Yes, all are Alberta. 


Data re sales of lubricating oils and greases 1938. 
Wholesale prices automotive oils and greases, Province 
of Alberta. Income account, Province of Alberta, 1937. 
Now, have you got a cony of what I have, Mr. Doty, and 
I think we cam go through this pretty quickly? 

I think. I have. 

There is some of it that speaks for itself and that the 
Commission accountant will have to analyse, but there 
LS SOUG...icsses LAKE )TOr Gnstance the third shes, 


service Station Expense, 19377 


Can you give us a similar statement covering 1938, if 

you have not. brought it with you? 

I have not brought it with me. 

This was prepared quite some time agc, but if you would 
be good enough to send to Mr. Vallance, and Mr. Bemus, 
your local manager can put it in, I think as far as I am 
concerned, your service station expense for the year 1998. 
Mrs Gheirman, it might be just. ag well if I paged these 
now so that there will be no confusion. Now, what I am 
asking.you to do is this, is to send to Mr. Vallance for 
submission to the Commission a statement showing service 


station expense for the year 1938. 


(Go to Page 12,762 ) 
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Similar to the statcmcnt which is Pege 3 of your 
Company's Exhibit "555", could that be done reasonably 
soon? 

YeSe 

Then Page 4 is capital employed as of June 50th, 19358, 
Which is quite sufficicnt. Then Page 5 --< 

MAJOR LIPSETT: Do you went that capital 
brought up to the present year, it is June 1938. 

MRo FRAWLEY: WMre Cottle suggests, 

Mr. Gommissioner, there would not bo cnough change to 
make it worth while. 

MR. FRAWLEY: Then Page 5 is an analysis 
of marketing expenses for the year 1937 if that sould 
be, Similar information for 1938 be supplied? 

All right. 

Then Page 6 are the prices at which you buy from the 
Imperial Oil, at which you bought from the Imperiel Oil 
in 1938 and there I would suggest if you file a statenent 
Showing the effect of the changes which were as of 10th 
July, 1939, because they put you on an f.o.b. ~tefinery 
basis and you would, I supposc, have te calculate the 
freight to your 5 bulk points to show your laid-in eosts 
because the statement Page 5 of your Exhibit, at that 
time you were buying at so many cents under tank wagon 
and I would like to have the offect of the changes madc 
on the loth of July of this year: Page % is the 
property investment as of June 30th, 1938, that is all 
right; Page 8 is your sales of gasoline and other 


fuels for the, oh, yes, that is for the 6 months ending 
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the 430th of June, 1938, that second column, if that 
enuld be shown for thc whole of the year 1938, that is 
dune 1938, if we could have that Vrought up to the 

end of 1938, for the full year, that is gascline salcs 
and motor fucl sales, the same thing. Now the next 
Page 9 shows your wholesale and retail outlets and 
where they are located as of the 40th of Junc, 1938. 
Now you have opened one more station in Alberta this 


year and probably that statement as of Juno 30th, 1938, 


might te brought up to dats, is your Red Deer bulk station 


open yet? 

NOe I do not belleve 30. 

E do noc think it is actually open. 

No, I do nat think so. 

Now Page 10 contains tho spocifications and if thoy aro, 
well the only point there, Mr. Doty, I suppose you aro 
in the hands of the Impcrial as to thet, are those 
specifications the resalt of an analsysis made by your 
Jwn company in Los Angeles because ---= 

THS CHALRMAN: Is it the Imperial run? 

Or is it information supplicd to you by the Imperial? 
I think it is a combination of both. 

You see the idea is now, it is very brisf, it is the 
octane rating, the d- P. I. and the boiling point and 
the end point. | We had some discussion about that 
Some time ago ---- 

THE CHAIRMAN: Is your Union gasoline for 
example, as distributed in 4lborta, different in any 


respect. from the Imperial? 
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B No. 
Q It is the same thing? 
A It is the same thing practically. 
Q They do not make a special run for you? 
A No, they do not make a special run. 
ei MR. FRAWLEY: The best evidence as to that, 


PD & D & 


Mr. Chairman, is what Mr. Halverson told us, or was it 

Mr. McGrath, they say that the gasoline we make for the 
jobber is exactly the same as our own two brands, with 
tho exception of the adding of the solvent oils to their 
gasolines and they then produce them as patented by 
reason of that but other than the solvent oil yours is 

the same as theirs? 

THE CHAIRMAN: Ts that correct, Mr. Doty? 

I think that is correct. 

MR. FRAWLEY: Of course, let us just stop 
thore, the name that your company markets xegular gasoline 
under is "76"? 

76, 

Is the 76 which you sel] in Vancouver the same gasoline 

as the 76 which you sell in Calgary? 

AS near as two gasolinos can be made they arc, 

Of course the Imperial is making it for you in both places? 
That is right. 


Let us go back one step further, is the gasoline which 


Imperial makes for you the same gasoline that you are selling 


to customers in California. which you.sell yourself? 


Practically so, yes. 
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q Do you ondeavor to get them to duplicate the gasolino 
which you make yourself in California? 

A Not necessarily. 

@ Because of different conditions? 

A Because of different conditions. 

Q But is i*% by and large as go00d a gasoline as you can make in 
California,for the use of your Canadian customers? 

A I would say soe 

Q And as between the Vancouver gasoline and the Salgary 
gasoline you are satisfied they are very comparable? 

ms I am satisfied they are vory comparable. 

Q Now then Page 11 are the tank Wagon prices in the province 
at your vayious points, and show the changes which ycu 
made during tho year --~- 

THE CHAIRMAN: He says "76", is that a trade 
name or does it imply 76 Octano? 

It is a trade name. 

MR. FRAWLEY: It has something to do with 
1776, has it not, or 76 octane, I often wondered which it 
was? 

mw) No, it does not apply, it has no reference to octane. 

Q Pags 11 of your Exhibit might porhaps be brought up to 
datsy, Mr. Doty. by showing the changes, it would be very 
interesting to show the changes which you will have te 
make in your tank wagon praces at your Tive oY (Six pointe 
in the province as a result of the latest changs, that is 
the onc made on the lLOth of July, 1939, and any other 
changes that worc made because thore really were, yes, 


there was a change on the 2énd of June, 1949, and there was 
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a changes on the 8th of Septembor, 1948 and it might 

be perhaps, if you would have your marketing dopartment, 
Mr. Venus can do that very readily, bring that Page 11 

eof this Exhibit up to date for us. Now Page lé --- 

THE CHAIRMAN: Just a minute, is thet 
possible te do that? 

It is possible to do that, yes, 

MR. FRAWLEY: And it is possible without 
bringing you back? 

Yess 

These matters Mr. Venus, your marketing manager hore, can 
file as well as you can? 

That is right. 

And Page 12 is data with respect to the supplying of 
lubricating oils and greases in the province. 

Now you import, as you show in this stetement, this Pase, 
Nall lubricating oils and greases aro imported from the 
United States at Port Moody, British Columbia, and shipped 
by railroad to Alberta"? 

‘That is corroct, 

Why do you find it, has tho Union Oil Company of Canada 
Seriously considered purchasing its lubricating oils and 
greases in Canada? 

They have, they have investigated that very thoroughly. 
By virtue of your relationship with the Imperial Oil in 
this particular way as shown by those contracts, would 
it sdvantage you at all tc purchase Lubricating oils 

and greases made by the Imprrial Oil at its plant in 


Sarnia or would it not? 
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A The freight rate is against that. 

Q Particularly as you are marketing only in the far western 
provinces of Canada? 

Yes. 

And it would have to come by rail from Sarnia, Ontario? 
YeSe 

You bring it hy bott, I suppose? 


Yese 


Oo > 2 Bb DO b& 


And even by paying the duty you are doing better than if 

you tried to bring it by rail from Sarnia? 

4 Yes, that is right. 

Q MAJOR LIPSETT: Did you bring that to the notice 
of the railway companies at all, Mr. Doty? 

B I do not think we have but it is a recognized fact that 
the transportation is very, very high. 

Q MR. FRAWLEY: Do you sell here, does the 
Union Oil Company of California sell the lubes and 
greases to the Union of Canada at a certain laid-in cost, 

I presume invoiecs pass? 

4 They are invoiced at a cortain price which is approximately 
wholesale price or not lower than the wholesale prico at 
point of shipment. 

Q That is to avoid any difficulty with regard t > the anti- 
dumping duty? 

A That is right. 

Q So that the Union Oil Company of Canada becomes a purchaser 
in wholesale quantities at the shipping point in California? 

A That is right. 

a And it might be said then that they are purely importers of 

American lubes ané greases although it happens ‘to be from 


its parent vompany? 
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That is right. 
And they pay the same price as any, well now first, 

the Union Oil Company of Canada is purely a marketer? 
Yes, 

You are you might almost say a jobber? 

YeSe 

Do they pay the same price at the shipping point in 
California that any comparable jobber would pay buying 
from you down therc? 

That is right. 

&nd you do have other jobbers in California in lubes 

and greases? 

Not to any great extent. 

This is your biggest customer? 

YeSe 

Qther than what you sell yourselves direct? 

Yese 

There is nothing there, there is no mark-up to the parent 
company and when I say "mark-up" I mean you just simply 
pay the fair wholesale price? 

That is right. 

At point of shipment? 

Yese 

Which, of course, includes your cost and a profit and so 
on? 

MAJOR LIPSETT: Arg these all manufactured by 
the parent company? 

Yos. 

MR. FRAWLEY: Is pure Penn, a purchased 


product? 


hoy Pena 
- 
o 
y 
ae 
75) 
F Pad 
° 
ep) 
-4 
as! 
ore 
B ma 
she5 ese 
' 
fica) 
dyee 
“ 
wy 
= 1 


we 


a 
bet] 
or 
foot 
to 
<4 


ant 
Nee 
pa 
fig 


C-3 
8 


~ 12,769 - 


S. L. Doty 


Oo & NH & 


It is a purchased oil but it is re-blended at the refinery. 
You simply buy the Penn Bright stocks? 

Yese 

THE CHalRMAN: That expression has been used 
before, what is meant exactly by "bright stoeks"? 

Oh it is the hoavy portion of the oil they use in blending 
and correcting the viscosity. 

MR. FRAWLEY: Is thore any particular reason: 
why thoy call it bright stock? 

I do not know, it is an old Spanish custom so far as I 
knoWe 

So that all these lubes and greases that the Canadian 
Company buys are manufactured in Sglifornia by the parent 
Company? 

Phat is right. 

And then the spread on those lubes and greases,well the 
following pages, Page 15, the following page, Page 1é, 
indicates the prices at which they are sold in slberta 

and how are those prices arrived at; in other words, 

how is the mark-up arrived at, that is the spread between 
the price paid at the shipping point in California and 

the price to the consumer in Alberta, the wholesale price? 
I do not know how that is calculetcde I prosume it is 
competitive conditions. 

You think it rather Likely that your.company ascertains 
what the Imperial sells comparable lubes and greases at 
and follows it? 

I would not necessarily say the Imperial, necessarily it 


would not be Imperial but other companics. 
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Q I say the Imperial becausc they are the big marketers, 


=> 


the Imperial or the British American or any other 
person of any size? 
YOS's 
Perhaps I might ask you this, cdo you show, does your 
cperation in Alberta in oils and greases show a profit? 
I have not got that segregation. 

dc not want, I do not want to unduly trcuble you 
Mr. Doty, but we have as a special branch of this 
Commission, the Commission must make some report on 
lubes and greases separately and it would be interesting 
to know if the company, your particular operation, 
particularly as the gasoline oporation has not been 
successful, whether the oils and greases' operation 
has been the same or different? 
I do not know whether it is possible to furnish an 
accurate statement due to the trouble and difficulty 
in distributing the marketing expenses, 
Yes, I realize it is pretty difficult? 
E doubt if a statement would reflect the true condition. 
Mr. Cottle says he thinks he has enough there to be able 
to draw the conclusions that he foels he has to draw. 
Now then the last statement, Page 14, contains your 
income account for 1937, well to bring it in line, look 
at Page 14, the last ttom, bring it in line with the 
other statements which I have asked you for for 1938, 
this had better be made for 1948 also? 
THE CHAIRMAN: Well now, when will we be 


able to get all this, whether the statements are up to 
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where you Want them or not; I am just thinking of 

Mr.- Cottle being able to work on what you are asking 
for, if we do not get them for woeks, 

MR. FRAWLEY: Well Mr. Cottle has to work 
on all of this stuff. 

THE CHAIRMEN: When do you suppose you can 
get the information now being asked for, Mr. Doty? 

Oh, it would be quite promptly, I would say within, not 
over two weeks, most of it is available and some of it 
can be got ina week. 

MR. FRAWLEY: And it can be sent by air 
mail end probably be delivered within two weeks. 

YesSe 

Now these negotiations in 19437, you show a loss on 
oporation of 357,421.05, when you had a gross profit 

on sales of $122,038.49 but that after you deduct 
marketing oxpenses, genoral expenses, taxes, and provision 
for depreciation, you had a deduction from your gross profits, 
a deduction to make of $179,459.54 which gave you e loss 
on operations of $57,421.05? 

That is right. 


Did you improve the position in 1938? 


Not very much. It shows a net loss of $62,949.uU4. 


4 net loss, well thea net joss +f 57,000 was incroased to 
62,000? 

YesSe 

The gallonage was increased, your gallonage in 1937 was 
2,90C,594-1/10th gallons end your gallonage in 1938 was 


2,245,594 gallons. How do you account for the loss 
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being inereased by $6,000.00 when your gallonage went up 
a little bit? 
A Well ~6,000-00 does not make, most any small thing could 


affoct that. I vould say they are practically the 


same o 
Q You would say they aro about the same? 
J Approximately, yeSe 


Q What do you think, what views do you offer to the 
Commission as to why you have this very, very considerable 
sized loss in these marketing cxpenses, I suppose it is 
the size of the marketing expense items that had the 
effect, now which one of them, can you call attention 
to any particular one, well I would just like before 
you leave it to have any views, Mr. Doty, you have to 
offer to the Commission, does it look hopeless to you 
or is it an operation which you are continuing for some 
special reason, I mean what do you think about it? 

ve) Well, ve have the investment and we have the clientele 
that we sorve and also the travelling clientoloe, both 
local and trevelling and we see no reason why we should 
not continuc as long as we have hopes that some day in 
the future, that the prices and competition will be 
such that we will be able to show some profit. 

Q I want to show you something, now this is the original 
of a letter, at least it is a signed original, it is 
either the original or a signed copy of a letter written 
by Paul M. Gregg for the Union O11 Company of California 
on the 17th day of April, 1935 to the Hon. George H. Sedge- 


wick, Chairman of the Federal Tariff Board, and this is 
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what he seid in the third last paragraph: 
"Union Oil Company of Canada, Ltd», which markets 
"to the public in British Columbia and alberta 
"has, since it began operations in the Province of 
"Alberta, been consistently losing money, as dis- 
"closed by its income tax returns to that province. 
"In the year 1944 tho gross profit on operations 
“using cost of sales, determined as abowe, was 
"557,785.47 6 After deducting direct operating 
"expenses of 588,992.88 and before daducting 
“dopreciation and administrative charges, the 
"Loss was $41,207.41. Depreciation amounted 
Sto sa0,o11.00, taxes 35,034.57, advertising 
"36,248.83, leaving a loss of 64,602.19 and 
Nafter charging management salarics and adminis- 
"trative expenses of ‘324,346.41, the net loss was 
"587,948.60. 
: In 1945 the net loss, on 
"the same basis, was »75,731.75 and in 1932 was 
SSL, 325.87." 

Now that is 1932, 1944 and 1934. Then there is a 

break in our information, 1955 and 1946 and then in 

1937 we have »,57,000 and you have told us in 1938 


$62,000 you lost, the net loss. 


(Go! to"number 12,5774" | 
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All right, you say that you have in mind the tact 

that you have some tourist customers. Now, I have 
wondered personally about that. Do you mean you want 
the people to become acquainted with Union products 

so that when they go travelling down the Pacific Coast 


in the summer time they will continue to purchase Union 
products? Is that one thing? 

That is one, 

That is a really important thing to an international 
marketer? 

tan ai 

THE CHAIRMAN: I suppose it could be 

put the other way that those who use Union in California 
if they should come here, they might get using another 
brand if their own was not availaple to them. 

MR. FRAWLEY: Yes, it works both ways. 
The people from California who come here, and they do come 
in large numbers, and are Union customers in California, 
you want to serve them here? 

Yes. 

THE CHAIRMAN: They might use 3 Star 
without noticing any difference in the performance, 

MR. FRAWLEY: Yes, and that would be 

a calamity. 

To really serve the people very well, would not you 

have to give them even better distribution in Alberta 

and perhaps lose more money to serve them? “You see, 
you are in Banff, I mean wholesale in Banff, and in Calgary 


and then in Edmonton, and \iembley and Grande Prairie. 
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I do not suppose any of these ernst get that far 

and I was going to ask you about that. That is a peculiar 
Situation there. But passing from that for the moment, 

you do feel it is a proper item in the whole Union picture 
Voccarry onpat «a Loss of 50 ,000.0015r 360,000.00 per annum 
in Alberta and it is a sort of advertising expense to keep 
the prestige of your product before the public? 

Yes, that is right. 

I do not want to take you out of your company at all, 

and perhaps you would not care to answer my question at all. 


But you have been in the petroleum business a long time, 


Tesuppose? 

24 years. 

And the Texas Company market in your territory in California, 
of course? 

Yes, of course. 

And very extensively through the Pacific North-west? 

beets 

They operate in this province, too, as you know, and they 
operate at a loss, I may say. Would you think that that 

was one of the reasons why they were continuing to operate 


at a loss in Alberta, the same reasons you have indicated? 


I would not want to hazard a guess. 

You stay out of their back-yard, eh? Well, is it the principle 
thing - you say that is one of toem and I would like naturally 
to explore them as much as I can - the needs of the Loca 1 
consumers are not particularly uppermost in your minds, 

are they? You would not surely just for the good a@ the 


people of Alberta want to take @5D0,000.00 or $60,000.00 
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S. L. Doty 
of your shareholders' money and spend it marketing 
in Alberta, would you, particularly when it is just | rs 
fmperial gasoline? Is there anything there to have your 
views on? 

34 Well, our Local customers usually get out of the country 
Once in a while and we hope to be able to serve them. 

Q, The credit card helps there, does it not? 

A Yes, 

Q You have a4 credit card system? 

A eae 

Q You issue credit cards to your Alberta customers which 
they naturally use when they leave the province’ 

A Yes. 

a Other marketers are quite free with their credit cards, too. 
You just have to simply depend on them being pleased with 
Union products and Union service when they go abroad? 

A That. 1s right. 

Q Tnen 1 tance 1t from your answer, and 1 think you are very 
frank, Mr. Doty, that you continue this operation to 
benefit the operations in the United States? 

A You could put it that way if you want to. 

Q Because it is either your United States customers coming 
up here and you have in mind their interests and maintaining 
your good service to them and also you will have the sallon- 
age in California with the Alberta peonle who go down there? 

A Yes. 

Sy) But you are thinking primarily of-your California intersts 


when you are maintaining your operations in Alberta? 
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S. L. Doty 

A Theat is rigns. 

Q, What would be your view if you could break down the 
lubes and greases, and if you were marketing them even 
at a profit it would not be anything like enough DrOL it 
to take up the loss on your gasoline operation? 

A Of course it would not because the total shows alocs. 

q Of COuUrse it. LS eli Wh there. 


THE CHATRMAN : Mr. Frawley, are we to 

have a comparison between the operations at Ioco and the 
operations in Calgary, in the refining of crude oil; 

Can we have, or have we had 


MR. FRAWLEY: 


as yet? ‘“e have not had as yet. 


THE CHAIRMAN? No, I say will we have? 
MR. FRAWL ZY: There. is one obvious thing 


that occurs to me, apart from the expense involved, that 


LOCCOr brown COULG BO THETCwnwwwuey > 
THE CHAIRMAN : “ie are told the contract 


presumably was a profitable one for the Imnerial or they 


Q 


would not enter into its But they do refining of a type 


of crude oil of a character at so much a barrel, and all 
of the products going to these people. Now is someone 
going to speak as to whether that is a proper comparison 
or whether for any one of many reasons it is not? 


MR. PRAWLEY: I can say this,at once, 


Mr. Chairman, a moment ago I spoke of boctor Brown going 
to Ioco. Now Doctor Brown wontt need to go to Ioco at all. 
I can submit to Doctor Brown the material which Mr. Loty 


has given us, and Doctor Brown can, even in discussion with 


le 


a= Vege : 
. 
: = a : oe ' 
ny a . Lee moet i : | 
| | | ul fe ; 
: oi (: si eat iy bd ca 
i ily ee 2 
‘ hal ‘ us - 
* ‘ ’ a g ) : 
5 . ; Ge ' oo Yip ; me 5 
. ie 3 : ant Ub 5 “ ; Saf 
- . iy ane” . 4 - ‘ 5 
: we We 4 , : 
| | Z bas, 
‘eb. , , b | 
\ | : 
. sy i : : 
Ly s 5 ; 
| | | - er 
7 | : | ) : any 
; é . . < nts ; 
| i 7 LG 
: | | | - * 
’ 7 of 1 q ; : | 
; ¥ i : rhea : ; . : 
45 x ‘ | 
5 4 
. - 
Ye ‘s . . : 
| | : | . ss . 
5. | : 
‘ : | : 
ae 
we at 
Re oo ee ~ | 
| you 
ge ¢ \ = F j—4 : 
Vault . 
: i py 5 3 ! 
s i ae ee : | | 
| | ‘ sa 
| . oy ’ : : 
‘ i : ‘ | ; | : 
eee o ? | | : 
: : iA . . 
(al ri % : | | | 
: 3 : ne 
| : sla” aa ee 
2 = | 
: ; | | 
t ‘ 
Fay 
| = | | 
| | | - ; & 
Ass ae, 4 | 
1 7 : | 
5 7 | eal 
; om | | 
; ‘i ; i | 3 
ed -* 1 ~ 
. 
: . . : + é ¥ ‘ 
: ‘3 
t ¥ i : 
5 i. , : 
a nied: s ey : ; | 
| | 2 if F - 
: | | : C) 
; WS . 
oad 7 x | | 
‘ 5 wen o 
: , ; ‘s tet : | 
| - me 
fd . 
| : ‘ 2 
ee 
| ae 
4 we 


ae, Bt 


ee en Ly 


Imperial refining officials. in Toronto, find out as much 
about the Iocc plant as if he saw it himself. I am sure 
he can, and when he comes back here he can tell us about 
1t quite easily. 

TH" CHATRMAN ; It; would be unraeair to 
judge the refining operation here by Iocc unless they are 
in all respects comparable. 

MA. PRAWLEY : Or after making allowances 


for the parts that are not comparable? 


THE GHA TRMAN ; Quite so. 
WR. FRAWLEY Yes. It may be that tiis 


will be very valuable to us. But it will take somebody 


like Doctor Brow to put it together. 


THE CHAIRMAN: | That is all I am asking. 
MR. FRALEY: lL certainly widd dow thag, 


I think that can be done without Doctor Brown going away 
from, Toronto. 

MR. NOLAN; Perhaps this Witness can 
help. us cut. If I might just ask him a question. You are 
familiar with the refining process that. takes place here 

in East Calgary and also with the process that takes place 
et. 1oco. peRerhapstiymeveediayou. Mrs Doty, if Tmay, is 
there any comparison in your opinion between the process 
through which the crude is put at Ioco and the prcecess that 


goes on down here in Hast Calgary in the Imperial Oil 


refinery? 


No, there is no comparison. Due to different types of 


crude and different character of the product. 
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Tc make it easy for us, Mr. Doty, what is the difference 
in the type of crudes that go through, in simple language 
that we may understand? 

the Ioco crude is a fairly low gasoline-bearing crude, 
and the gesoline is sweet in most cases, not requiring 
even doctor treatment. 

Is it fair to say you extract from the crude the gasoline 
that: is: in it through your Ioco process? 

iets Tao aves baat is all, 

What happens here at the refinery at East Calgary of the 
imperial’ Oil Compeny, or do you rene 

I know generally, but I have not actual knowledge myself. 


I know generally from general knowledge of refining‘ 


Yes: 

That is a type OT crude which has light gravity and very 
high in sulphur. It is sulphur of a type that is hard to 
remove. Ir additisn to that there is no market for the 
fuel oli and the fuel oil is naturally reduced into 
gasoline. 

In other words, you have to refine out of the crude that 
product which your mrket calls for? 

To meet the marketing demands. 


Thich meets the marketing demand whereas at Ioco what you 


get by this simple skimming process does meet the market 


demand? 


Tt meets the market demand because the crude deliveries 


to Toco are scheduled to meet thet. 


And the difference in gravity is the difference as between 
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MR. NOLAN: Vhat is the gravity here? 
MR. COTPLE: 45. 
MR. NOLAN: 45 is the pipe-line run now? 


That is the average. It would be very much more expensive 
refinane this’ type of crude begeause of the Larger gasoline 
GOnNGENE It requires. 

And I suppose egually there would be greater depreciation 
Of the plant that would be required to put it through 
these additional vrocesses that it goes through here? 
There would be additional expense required and a greater 
investment, and the depreciation due to the particular 
Lype OL "Erude Is Very aien: 

What is the percentage in yield of Yhite products from the 
crude that is put through at Toco, do you know? 

Averaging with 24 gravity crude about 19% gasuline. 

WR. COTTLE: ; You refine two types of 
orude*e vr ioco. Whav yield do you get from the heavier 
crude? 

The heavy crude is simply fuel oil. 

Sutpiw fuel) .OLL? 

Yes. 

No gasoline content at all? 

No. It is natural crude and it is brought in and processed. 
You "pay 14¢, or at least you used to pay i4¢ per Darrel of 


fuel oil even if no gasoline was extracted? 
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S. L. Doty 

A Yes, there was no limitation on it. 

@, MR.” FRAWLEY * All that was, was breaking 


up this crude into various fuel oil products? 

A Yes. 

Q Ma. GOTIGE: What would be the over-all 
yield a@ “White products from all of the crudé. Would it 
be indicated by Page 1 of Exhibit "554"? 


A It devends on the relatiucnship of the heavy and the light 


crude. 

Q And that in turn I suppnse depends upon the market require- 
ments? 

A On the demand. 

Q And I understand your market requirements are as set out in 
this AxHTbit “"554"2 Would the figures given on the first 
page indicate the yield you would expect from the crude 
you ship in? 

A There would be the refined products there. Of course, 
the gasoline is blended with natural gasoline. 

Q, The gasoline yield shown on this page includes the natural 
ecasoline? 

A Correct. 

4) The figure of 240,000 barrels on Page 1 in ®xhibit "554" 


would be finished gasoline yicld including 25% 
casing head? 

4 That is right. 

Q MR. FRAWL OY: Following up what the 
Chairman said, I am sorry that it may be that there are 
some thines you should be asked about, and is it going to 


inconvenience you to be here tomorrow morning? 
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A Noy that isealleetrent. 

a} It is very good of you. You have come a long way 
and the operation in this province may have warranted 
VOUT NOt going to all thet expense and trouble, but 
I am personally very much obliged to you for coming from 
Los Angeles. I have some further questions I want to ask 
you on marketing. I asked you to give me a statement show- 
ine in a particular form, showing the number of office 
buildings and the number of stations and the number of 
barrels, and 55 on and the sales of products in 1936 
and the seasonal trend of White products. Have you got 
that in memorandum form? 

A I have stetements. 

Q, I will file a statement now, Mr. Chairman, which I presume 


we may as well give separate numbersto because there may 
be confusion to add them to the others. This is a state- 


WET Gise c. ke eae! 


THE CHALRMAN : Wxhibit "556" is what, then? 
MR. FRAVLEY : It is a statement showing 


the number of office buildings, main stations, bulk agencies, 
warehouse agencies, company-owned service stations, etc., 


and marketing information of that kind, of the Union Oil 


Company. 
(DOCUMENT IN QUESTION IS NoW 
MARKED EXBHITI *556') 

MR. FRAWLEY: The next statement is a 


statement showing sales of principal products marketed 


direct in Alberta for the year 1938. 


(DUCUME™"T IN QUESTION IS 
NOW MARKED EXHIBIT "557") 


E by ieee \ ory he = “ a , : : tus 
. z 7 3 ‘ i aks mipaye fr eke s a 
Tak can Ie a0 Brae a ¢ + sat ue of 
: 5 ; 2 sae ais “i i : 
‘i a: ees : cin . cael . 2 e ; 
= ‘ 5 aes, ad ; . 4 
Zided _ ‘ : 
5 , " ses ’ . ey, ’ ae 
2 Was? : A < 5 ie = . 
4. s, “ { ‘4 Seer - mn ‘ : 
Lm. t ; : “ sit = { he 7 ‘ , ny 3 : ‘ 
se : ot > a t ‘ : ‘ 
on i "\ IY . peee 3 : a 
¢ - , H : iN t = 
ta os is oNs ir ‘ 5 rac 
is 5 f * z ne = : 
= ws _ i ’ , . : 2 
aed a aie Fa Cy . F <n : 
enh 2 / mr ; ae 
en. Le . \ * wig ‘ 5 
, , : . . «* : 
: ; : obey ‘ 
sae ee met . : fa é a 2 
a ~ . 3 o 
Teen!) 2d ae 
/ ; , 
F 4 A i ia ae ae a 
is oe < a 
: s ‘: cs a : nie eg nat 
fs. - ° ¢ ra 
= i : ae bined 
- ‘ F Cova c ‘ 4 4 ; ne A 
Si} . on aie As 
a =f cA) i Te ' 3 : ‘ ; 
; aa : . 1 y f : 
i : ne ( 
r ie : 
. . 1 ‘ - . 
ac ; a 
, — ; , ae ‘ ‘sy 
oe F aa 1 cs 
r : Mig sa é p Sead Ne 
, . + wt “SU 
¢ a ) aes i 
2 .: : ; 
‘ c . ¥ 4 - F Se at yeh 
5 am d teeny ip - Aran rs 
; po ated i ; = : : “5 ot sa 
hess Ne " Bey 3 OF ; : Sei 
es ‘ ‘ ‘ ay $i) ao “ A 
ae aN ie “r, 
i - mee O ery oy ° Nose J . 
‘ ‘ ‘ ts Yo oo 
; ‘ ' : ni we rae is i * 
5 t 5 Sat 4 1 ‘ 
% : At val Stat 
‘ F Hs 3 a ' w ae . 
‘ rag ph. : ° . ( z 
if 5 ‘ e i or Fae : Sway 
if ae x . aed oa, ce foe 
Bn P ran ‘ ane i on = see) 
se : i a ‘ af 2 
i 4 a 7 : : 4 k 
a : “pn ae ten 
i : a ' oan 
. de A if “ ‘ ue i 
a > . . Jess ~f- 
, TG rH ' b ' ‘ \, i jan a e 
} ’ ot ' , Se C ‘ ; 
- ay , 
oat i Ieee 
‘ ‘ san 3 Oned : ie oe Ri =n 
; , aa a ah ef ee 
ae cat tae : 
~*~ 4 ‘ e 
ies eet f i ae ng 
: i : ‘ i ‘ cs 
is : ; . . * rae ow 
bel Fi ; “3 
ae, ‘ ~ . . Ww 
Fa t Lee é ls oan 
y; Y . f ~ id ca ’ ey 
‘ ' a < . = . : ie 
‘ d - Me ‘ Pr - 
° i er . , “mat 
ne we : a ° 
ro ’ ‘ - f 
"aad af ~ 4 ' = 


T=-3 
LO 
ete Doty eae 
MR. FRAWLEY: j 
MR, FRAWLEY: The third question under 


that heading, this shows the seasonal trend of White 


products in 1938? 


A Yes. 
(DOCUMENT IN “UESTIUN TS 
NGl, MARKED TAHIBIT 75586") 
0 < AE 
Q Now, Mr. Doty, you have commission agencies only at two 


points, I take it, Wembley and Grande Prairie? 

A Lvthinke thet o1s4rions. 

Q Can you tell us whether Red Deer will be operated on a 
salary basis like Calgary, Gdmonton and Banff? 


A Nopwumeennot tell, 


Q, You cannot. say as ‘to that? 

A No. 
THE CHATRMAN: Calgary, Edmonton and Banff? 
MR. FRAWLEY: Are opereted on a salary Basis. 
TH! CHAIRMAN: The service station man, or men- 


MR. FRAWLEY: Bulk stations. Wholesale stations 


TH CHAIRMAN: Are on salary? 


MR. FRAWLEY: Yes, on salary as the Imperial 


Oil Limited at Calgary, Edmonton, “‘etaskiwin and so on. 


So thet at the moment, I take it from the Exhibits you have 


already filed, you only have commission agents in the Grande 


Prairie district? 


A IT believe that is correct. 

Q, Do you assist the agent, these commission agents in financing 
trucks and that sort of thing? 

A ve do not. | 

Q You have consumer accounts? 


A YeSe 
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Se Lie Doty. 
Q By the way, you have nothing to say further to that 
question of financing commission agents, have you? 
A No. 


Q The memo you have there is a memo prepared to answer 


these questions? 


A Yes. 

Q Do you lend equipment to commercial consumer accounts? 

A We don't. 

Q And on what basis are prices established to commercial 
consumers? 

A Tae price to the ommercial consumer is 1% off the tank 
wagon price. 

Q EVV" OUNCI Works, LG ise ele same price that your company’s 


bulk agents sell to their ordinary retailer? 

A Thebes , LS) L2e2RTS 

Q Have you any views to submit to the Commission on the 
guestion of stcel barrels, which as we understand from 
the evidence, are supplied free to farmer customers, 
or to any consumer? 

A Yes. It is a matter of considerable soneern due to Losses 
eccurring due to the failure to return .a large number of 
barrels each year and also general wear and tear. It is 
felt that some regulation to prohibit companies from fill- 
ing barrels other than their own might result in 4 more 
economic handling of the situation. 

Q Of course it does not go the distance of the elimination 
of the free barrel to the consumer. What are your views 
about that’ 


A Tt is a competitive situation entirely. 
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Q, You feel as long as 5S eee you have to follow? 

A Yes. 

Q Whet is the custom in California in Pespech to that? 
Do you sell gasoline in drums to consumers there? 

A In some cases. I think generally the situation is the 
Same as it is here. 

Q The farmer buys, in California, his gasoline for use on 
his farm in drum quantities, I take it? 

A FRAC A strilen ts 

Q At the same price, at the posted tank wagon prise? 


A Letiink , NoUteitemines sure of that. 

Q But your understanding is that he gets the barrel free 
when he buys his gasoline? 

A THStLES rrehes 
The egricultural gallonage does not predominate of course 


there, does it? 


A Veg bub 2 19 ae big Yactor. 

Q Have you a big investment in steel barrels in California? 

A We have. 

Q You find you have the same experience with it of non- 
Fevirns, and oso" *one 

A That ‘is right.) We have not yet found’ ae solution. 

Q Hes there been any attempt there - it may be of interest 
to have your views - any attempt in Celifornie for the 
companies to eliminate the practice and compel the consumer 
to buy barrels? 

A There have been attempts to charge consumers for barrels, 


but other companies did not do it, and so you have to meet 


competition. 
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oS. L. Doty 

Q It is competition again? 

A Yes. 

Q There is always somebody big enough thet is willing 
to continue the practice and others have to follow? 

A Tia TS) Vien. 

Q The next question is, what is the estimated company's 
per gallon of tank truck haulage, thet Doctor Frey 
wented te have for his calctilations, and I understand 
you have not got that? 

A We have not got that. 

Q It is now being gethered, and Mr. .3emus may come in 
tomorrow if it is available and submit this evidence 
in that respect. You have third-party leases, I suppose. 
You have instances where you lease from the OWNET.«ccceecs 
This is getting into retail distribution now? 

& Yes. 

Q Where you leese from the owner of the property and re-lease 
to your operator? 

A Yes. 

q What is the general prectice there? Do you as a general 
prectice endeavor to get from your operator, your lessee, 
all the rent which you pay out, if you are on a rental 
basis yourself, or if you are not, the totel of your taxes 
and insurence and other expense? 

A Well, we attempt to make the best deal we can, HUT RLE is 
usually not always possible to get #s much rent for the 
station as we have to pay. 

Q Heve you prepered eny statement showing in every C&SG..e.6- 


Well, thet eppears to be covered, yes, on Page 5 of your 
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DADO MOCO aver that ws LOR7? 

Yes, thet is lLosy7, 

You heye not got the 1938 figures but. you will send us 
those? 

X€S, we can let you heve thet. 

You are-going to send those. So thet we will have to 
discuss 1937, just to-discuss the principle, we will use 
the 1937 figures. There 168 a station in Ndmontor; this 
one here on 115th Street ond Jasper avenue. There you 

bod an Opersting expense, in 2957 07.206 .46 aridne tn eas 
Bxpense Of sO69l 05, end you received. 660.00, rent. Qsouunes 
you had a difference between our outley and. your, revenus 
Of, oll. 79... wha ch, You call. net expenses wn why, coupon oats 
thet en expense? Why don't you insist on charging that 
man'on the corner of 115th and Jasper in Edmonton enough 
money to get back at least all of your maintenance .and 
opereting expense. There is nothing ere about taxes 
and: insurance. It may be iniithere, of course. Is it 

in there, taxes, insurance, am things of that kind? 
Kverything is in’there, yes.’ “I might say this that 
third-party leases are used for one définite purpose 

and Lhateie, to eeveablish definite outlets in order that 
ae public may become femiliar with their location. 

Yes: 

The advantage to the dealer is that he is able to build up 


his service to the consumer, involving, in most cases, 


considerable equipment which he might not otherwise be 
justified in doing on short-term rental arrangement. 


It is obviously not for the purpose of keeping competitors out. 
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What is the advantage to the company. You have just 
stated that already? 

I have stated that. 

It is for the purpose of establishing at well-known and 
advertised locations your brand names and your other 
distinguishing marks which surround your marke ting 
operations? 

Lnevels rien t, 

In other words, you say he is doing something for you 

as @ rer ier “end suppl iersoreoroducts -—. or as a supplier 
in this province - doing something for you for which you 
should be paying something, and wh=n you have to pay out 
with respect to that operation of the man on Jasper and 
115th Street in Edmonton, when you have to pay out $117.00 
you regard that as money well spent? 

Tet is Lien Ge 

Po Keen the Uhion sien there and to keep your proagucd 
being sold there, you call that then a marketing expense? 
That ils right. 

You do not regard yourself as a land-lord such as you 
would regard yourself towards me if you were renting me a 
house to Live in? 


NOU eatcars. 


Now then what is your practice in California in thet respect? 


There are so many different practices, I cannot begin to 


enumerate them all. But tne same condition obtaine. 


There is a willingness to absorb a certain portion of the 


expense of operating a station which it would not be felt 


the operator should absorb himselr? 
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A That is generally the case, yes. 


&§ Tar as you are concerned, it is not the proper way 

to look at it and to suggest that you are maintaining 

an unnecessary outlet which would, without your assistance, 
have to disintegrate and fold up? 


A Thee is rtene. 


Which would follow of ceurse and perhaps you regard thet 


>) 


as legitimate on your part to keep it from folding up? 


A Absolutely. 


Q Because your products are going through there? 
A Yes. 
Q You have made up your mind to operate in the province 


and that is a legitimate expense you must undertake? 


A Thet 1S Plight. 


(Go to Pages 12,790 | 
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Now Dr. Frey has another question, it is No» 10, which 
is related to that, what would be the idea of the - 
ecmpany in the matter of absorbing all rents and taxes 
of the service station operator that is making the 
company nothing but Landlord? 

Well the company does absorb the taxes but inasmuch as 
ali stations, at least the company is in effeet land= 
lord to the lessee or operator paying the rental for 
the service station. 

You are legally a landlord but you are not charging the 
economic rent in some instanses? 

Im some cases you could call it that, if you like. 

It is the same questiou I asked you amoment ago in 
another form, wnat are your views with regard to that 
being the policy, that any oil company, that every oil 
company must insist and demand from its lessees every 
cent that it, the oil company, in turn haspaid out? 

I do not think that would be good business for the 
Simple reason that at sertein points the rental of 
properties may be very high but on the other hand they 
have an advertising value far in excess of the dif- 
ference between what they pay and what the lessee pays. 
Yes. Now perhaps the thought behind these questionsis 
this, there is,i presume you will admit, in the mind of 
the uninformed public 5 feeling that there are too many 
distribution facilities, there are too many facilities 
for sale by wholesale and retail of petroleum produsts, 
that is a very wide spread idea, Ta ao mot. mow  L 
suppose you could entertain us and very interestingly too, 


for quite a time on that subject but briefly do you not 
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think that this is a means of perpetuating duplication 
which would not otherwise be there if the retailer must, 
were Left to operate that kind of business just as the 
retailer in the candy store is left to operate his bus- 
iness ana if he cannot pay his rent he just goes into 
bankruptcy, now what are your views about that? 

A Again that is a sudject of competition there; if one 
company does not pay that rent why some other company 
will find that ideal location and it will go in there. 

Q Yes. Now that follows. If for instance you started a 
new policy in Alberta, this policy I am in a sense sug- 
gesting to you and you went to the man on Jasper Avenue 
and all the other people who are not paying their way, 
you might say, and you said "fou have to pay us what we 
pay out" and he said "I cannote My gallonage is not 
sufficient", you say the only result of that would be 
that would close up his agency but in a few days the 
Texas Company or the Imperial Oil or the British. Amer- 
lean would be in there?: 

A Yes, or another coiner, run a station on another corners» 

Q Or this very one, IL am assuming that you cannot get any- 
body, either the present man or any other person to pay 
you enough rent tc repay all of your expenses, what you 
say is that some other company would refuse to follow 
this idealistic theory of yours and they would continue 

the practice that is so-wide spread now, sO you say you 
have to de what you xnow the other fellow would do right 
after? 

A Yes,.to meet competition. 


q I suppose of course then that one immediately thinks that 
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there be some intervention in the question of licensing; 
woulu not a policy of restricting the licensing meet 

the situation and prevent the consequences that you have 
just indicated, where you might endeavour to collect 
the full economic rent and if that were the policy un- 
derlying the licensing system, that might help, what do 
you think about that? 

A 1 think the petroleum business is in the same class as 
any other competitive business, that free competition 
should be allcwed. 

Q Now I am glad t 7 have your views about that, what are 


your viewsS about there being any licensing policy at all? 


A I do not believe they should be. 

Q There should not be any?® 

A I do not think there should. 

Q You do not think that the excessive duplicatiou, if that 


be an added cost to the consumer, you do not think that 
that can be cured by Governmental regulation of licensing? 

A I do not think so. 

Q How oan that be cured, how is the thing going to work it- 
Self out, assuming now that there are more than enough 
wholesale and retail stations in Alberta to udequately 
serve-the customer, how is any evil. which is caused there- 
by going to be cured? 

A That is wrat we would like to know. ie have that condition 
in California and we have had it for years. 

a And is it ecstingthe coneaumer something there, do you 
think? 


A Oh I do not think necessary because there is so much com- 
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petition at the price, it beats the price down. 
ah well what is it doing then, if it is toc much, and when 
you say too much, that indicates it is an abnormal ‘%on- 
dition and one which should not be there, can we go 
that far? 
A Well you aight put it that way but when you find a lot 
of service stations, maybe four or five in one block and 
those on street gorners, with a station on each of the 
corners, why you naturally will say “There are too many". 
Q You would naturally say there are too many} but if it is 


not doing any hard to the consumer, perhaps it is doing 
harm to somebody else and what my question is why should 
there tepcue many, they may be an cye-sore perhaps or 
they may be a thing of beauty, but I am only thinking 
_ new of the price of the products to the consumer, I am 
thinking of eS for the moment, do you think any 
relief can be looked for? 
ah Oh I think that this nih ean would have some effect 
but the consumer would have, on the other hand, he kus 
benefitted more than he has hurt by having the competitive 
condition. | 
Q ete are the benefits coming from the competitive con- 
dition, assuming he’ is hurt to some extent in the price? 
A I think he is benefitting more than he has hurt. 


Then there is no net hurt but where is the: benefit to off- 


£0 


set the hurt? 


A Well it keeps prices low and gives greater revenue to the 
atate. 
Q Well now the state only gets more revenue by an increased 


over-all consumption? 
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ihat is right, it keeps the prices down and there is 
more gasoline bought. 


Oh, it keeps the prices Gown and that puts the gallonage 


And there is more revenue in turn? 

Yes. 

You think that is a consequence, you think that if there 
vere fewer stations and greater volume per unit, that 
there would not de just as much over-all gallonage? 

I do not think so- 

You think there is more gallonage because of the greater 
number of ststions? 

IL think so. 

Well then, iflre Doty, there does not seem to be any harm 
in it at all: wherein then are there too many, from 
what angle, you ventured a view a moment ago that there 
were too many? 

Well on the face of it it looks like too many because 
they cannot keep busy- My idea of ua service station is 
to have one sar, when one car drives -out to have another 
one drive in. 

find if there were fewer, take that picture there, if 
there was just one in those five lots there would be 
Much more gailonage in that one station than in how 


many there are? 


How much time would the customers lose in getting their 
cars served. 
Those are the benefits you are speaking of? 


¥eg« 


Quicker service and that sort of thing? 
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Yes, in this modern day I suppose you get impatient 
people who want to have their cars filled immediately?. 

is have seen them drive up to a station and they could 

not get waited on and they drove out and gc somewhere 
else. 

And they would not have far to go? 

Within the same block. If there happened to be a car 
standing in there they pulled out again and go across the 
street. 

is there not some evil in that; in the over-all picture 
somebody has to pay for that, for ci that impatient 
fellow a place to go and get his tank filled in a few 
minutes, has not somebody got tc pay for that, perhaps 
you and I who ere not so impatient? 

Is the petroleum industry any different from anything 
else. 

Well now----- 

‘he restaurant business, the grocery business, the meat 
business; is it not the same thing. 

You say this is really, perhaps what we are talking about 
is the desire to rationalize the industry? 

That is it. 

and you see no nore justification for even an attempt to 
reulonalize the petroleum industry than the confectionery 
business? 

If you are going to do one why not do them all. 

And have a wholly rationalized economy? 

That is right. 


So we start off with the fact that there night be some 
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apparent hurt to the consumer in this duplication but 
you say when it is all thought through thet the ad- 
vantages outweigh the hurt? 

I believe so. 

But among those advantages you cite the instance of the 
ability to be served without absolutely any waiting at 
all? 

That is righte 

Then that takes us right back to whether or not that is 
catering to that sort of what shall I say, caprice per- 
haps, ana that ultimately reacts to the disadvantage of 
the normal or average person if there is such a person 
alive; well you, I take it, in any event suggest that 
if there is tc be any, if, assuming now if the gasoline 


consumer in Alberta is paying tco much, that he must 


find his relief through the free play of competitive forces? 


That is it. 

And that if the Standaré Oil Company of Californie wants 
to come in here, as we hear talk of from time to time, let 
them come in? 

That is right. 

If by that they dilute the Imperial gailonage, the Imperial 
being the price maker, well that is just a consequence 
which has to be suffered? 

fhe same as any other compeition? 

In other words it has to go by competition? 

YESe 

There cannot be any question as you say of going to the 
Imperial and saying “Now we are going to shut out the 


Standard Oil Company of California 'just as an instance,' 
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that is going to save your gallonage for you which would 
otherwise be diluted» Now for that you must make some, 
must reflect something in the tank waggon price", you 

say that is foolishness, that that is not the practical 
thing to do at all, you have to let the Standard come in, 
the Shell come in, the Union increase its operations? 
sure. 

Whatever might happen and if. as it does, we know that 
at one time the Imperial had alli the gallonage and it 

has been to some extent a decline curve for the Imperial,- 
made up by this normal increase, by the increase in con- 
sumption and so on,-but generally it has been a iecline 
curve, but you say that must be continued and that no 

one should be shut out; the costs go up by dilution, 

does it not? 

It has been the experience of the oil industry that they 
are reducing their cost all the time by invention and 
adoption of new processes. 

New methods of marketing? 

Well I am talking about, you are talking about the prices 
and I am talking about where they can afford to save, 
Yes, if they are intregated and they make a saving in 
their processing, then they have something to go out into 
the market? 

You are speaking about a reduction in the price and that 
is one reason of prices declining; it is not because of 
the inerease in gallonage particularly. It is due to 
both that and the lower costs of nanufactur ing. 


You see the Imperial operate a great sany stations, they 
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Operate 282 bulk stations in the Province and if as a 
result of more and more competition, the gallonage in all 
of those stations is to be diluted throughout, why I 
evans their costs are going to get up, their costs per 
gallon are going to go up and then just as I was saying, 
perhaps superficially, there is not much hope of going 

to them and seeking any reduction in price, that is so, 
is it not, it has to be forced upon them in other words, 
nething can come in your view from them, it must be 
forced upon them by competitive forces? 

A That is right. 

Q THE CHAIRMAN: Do you follow the Imperial 
price in Alberta? 

Li We follow competition. Not necessarily the Imperial 
price but the regular price, the prices that are esta>d- 
lished, we meet them. 

a You sell at whatever the local market price is? 

A That is right. 

Q You do not attempt to get more and vou do not ever seek 
to get less? 

A That is right. 

THE CHATRAN ; Did you say Mr. Doty was 
to be here in the morning. 

Mike FRAWLEY: I am trying to oblige Mr. 
Doty if I can, 

THE CHATRiuAN: But you want to ask hin 
about the contracts after you have read them? 

MRe FRAWLEY: Yes, that is the pOint. 
THE CHATRBAN: TheieaL a 2S)not “ineon= 
veniencing tir. Doty we will be obliged? 

A Yes, all right. 


(At this stage the Hearing was adjourned until 9 A.l. 
Srd August, 1939). 
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mini) lit ) he Province of Alberta 


IN THE MATTER OF THE PUBLIC 
INQUIRIES ACT 
—and— 

IN THE MATTER OF a Commission, dated the 
12th day of October, A.D. 1938, to inquire 
into matters connected with Petroleum 
and Petroleum Products 


med 


Commissioners: 


The Honourable MR. JUSTICE McGILLIVRAY | 
(Chairman) 
—and— | 


L. R. LIPSETT, ESQ. © 


Session: 


CALGARY, Alberta August 3rd, 1939 
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WITNESS * 
sherman L. Doty, recalled....-ceevemeos 
George A.---achenzie, recalled.....essees 
John Leslie Munro. recalled esc cecones 


EXHIBIT 6559 
National Petroleum News, 
publication under gate OF May 
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Oils Greeley) Canal lvield)!) California. 
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EXHIBIT 561 _ 
Bmployees' Benefit Plan of the 
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HAHIBIT 562 

— Statement produced by the witness 
MacKenzie showing variation from 
posted tank waggon prices by Great 
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EXHIBIT 562 (a) 
~ Invoices of Great “est Distributors, 
supporting statement, bxhibit "Sea" .c.. 


EXHIBIT 563 
Memorandum produced by the witness 
Maevenzie re Great ‘est Contract 
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~ Statement produced by the witness 
MaeKenzie Showing the physical assets 
sales and seasonable trends, white 
products, Great West Distributorg.... 
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SHinRMAN L. DOTY, recalled, 
examined by Mr. Frawley, said: 

Q Mr. Doty, L want to just finish these questions I was 
asking ycu yesterday aud I had just got to the questicn 
abcut the dealer margin. In the Texas Company’s evidence, 
ir. Doty, there is a table showing sume dealer margins at 
various points in Canada and the United Statea and you 
might just observe that the margin in Calgary is 4 cents; 
as a matter of fact the Texas Company is a little wrong 
about that, the margin in Calgary is 4% cents for un- 
divided dealers and Kegina, and that may be right, 4 
cents, Vancouver 5 cents, Winnipeg 4, iiontreal 34, 

New York 4.9; these would be, these American figures 
would be on the conversion to the Imperial gallon I am 
sure? 

A Yes. 

Q Chicago 5-3; Houston O04; St. Louis: (428; 

Atlanta 4.8; Los Angeles 4.8; Butte, Montang 


5.4. 


Nuw with these margins, 
page 878 of Mr. iieltabarger's brief; now it lcoks es though 
there were a lot of places that had a longer margin even 
than Alberta and the question which I put to you is, 
should it be patie teem that table in the Texas State=- 
ment that the Alberta margins will advance or is it to be 
inferred that Alberta distributicr. is less wasteful and 
eongeduantiy has a lower margin than some other places, 
or is it some cther reason, now what are your views about 


those matters? 
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A The margin has apparently been well cecntrolled in the 
hands of the dealers. 


In this Province? 


& 


£ Yes, and inasmuch as this condition has prevailed for 
some lg or 15 years, we have every reason to assume that 
the same efficient control will remain in effect. The 
Province cf Alberta has enjoyed a steady growth in yearly 
Output and therefore it is difficult tu arrive at a time 
when the distribution system might be regarded as waste- 
itl 

THis CHALHMAN: As wasteful? 


Yes. 


ise - 


Mn.» FRAWLEY: Now we have an #xhibit here 
Showing the dealer margins at every City, Town, Village, 
Hamlet in the Province where gasoline is sold. The 

Imperial Oil Company was good enough to get that information 
for us. There is, of course, as you might suppose absolutely 
no uniformity with them. The margins run all the way from 

7 cents to I think the lowest are the Calgary and the 
Edmonton margins of 4 and 44 cents; that is Exhibit "322", 
lire Chairmane Now of course there are e great many places, 
there are 24 sheets here. We will just see some of them, 
some of the bigger plases; perhaps these points, well you 
would serve Lethbridge, you have a plant in Lethbridge? 


A Yese 


At Lethbridge the margin on sthyl is 4.5 and on regular 


& 


4 cents but of course these, 1 cent must be added to all of 
these; these are margins over posted tank waggon so we 
mighé say the effective spread at Lethbridge is 5.5 on 


ithyl and 5 on regular. 
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me ie OU 
THE CHALTHMAN: What are you asking the 
witness? 
MRe FRAWLEY: I want to tell him some- 


thing about some of these margins, iwr. Chairman. The 
margin at Blairmore is 6.7 on Ethyl, 7»5 on kegular, 
that makes the Ethyl margin 7.7 and 8.5 on regular; this 
was age at January lst of this year; now let me give you 


one more and I will ask your views about this subject, 


‘if you will carry these in your mind, Vulcan, you have a 


plant at Vulcan, have you not? 

No. 

The spread at Red Deer on the lst of January of this 
year was 4.4 on Ethyl and 4.6 on Regular, that is an 
effective spread of 5.3 on those two gasolined. Now 
wleat have you got to say about the qhe stion of spread 
outside of the Cities of Calgary and tdmonton where the 
gallonage of course is smaller, do you think it should 


be uncontrolled? 


Well not being familiar with the local conditions at those 


points I do not feel qualified to say. 
Without knowing something ebout the nature of the market? 
Yese 


And the size of the gallonage? 


That is right. 


Well what are your views generally about letting the 
spread be determined wholly by the dealers? 

I believe that ia the case in a great many points. 

And certainly that is the case in Alberta completely, IL 
mean do you favour that? 

Le do. 


You favour tit? 


~ 


“ 


: ne 
Fe a 
shed o) 


‘ 
“4% 
wal ' 
le : 
1 * er 
‘ et 
. (een 


tan © 
yo 

ren a 
ciel ; 


ted 
on 
bye ad 


R ‘ 
aes ‘i 
i 
. 
et he gr 
‘ 
i 
fo) 
vat 
“1 


re ‘ 
ies 
~ i 
‘ 
ta ) 
stay) 
“| 
“ies a 
vA aa 
sind 
< 
A ay 
. 
fm 


=a , far 
fey ban ay Bene 
é Uine't 
au ny 

ioe t 
: et F 
he 


mm 
\ 
“a a! x 
\ _ i ong) 
' 
\ al 
: Wet \ 
i hoe ‘ 4 
‘: ) 7 aban, 
1 
4 , 
ar 4 
a : 
4 
pea 
r Casal 
rt os, 
a -, 
‘on 
h i H 
i e 


: at 
7% t 
my ms chet 
4 ' 
+ nny 
’ au oie 


at ay . per 
‘ t t 
ry +f ft 
a : 1 iT) 
a Nee 
at 
fv oa 
| <r + 
ve i 
fi nee 
ne tal 40k 
Taf Co 
at af - 
“ i e 
wf . i 
“ 
” 
om ; ; 
red Hi ie 
' 
Need 
i 4 
" 
i ey 
: eo ie 
hand j 
al ‘ 
i tek 
Aivawal vee 
! 
; Le 
: yi ra 
Vers 
wal a 
os ' 


, o 

ye i 
ere | 

te i" 
ee 

bw 

Tey 

lad 

Vest 


ey 
. 


ra 


Se Le Doty 


the 


~ 12,802 - 


Yese 

You think that there is not, that it is better that the 
consumer should pay a margin of 7 cents rather than there 
should be introduced any Governuental control whatsoever? 
Oh I think competitive conditions will take care of that. 
Weil you see in what fashion, that is what bothers me 

a little bit; let me put this to you as the fact and I 
will have to ask you te assume this as a fact, that at 

time of the last reduction in the posted tank waggon prices 
effective et Calgary and Edmonton, the Edaionton dealers, 
without any thought at all, passed it on fully to the con- 
Sumer; the Calgary dealers, I am informed and I think we 
have been informed in the evidence, just met and decided 
they would not pass it on and there it stays; now I would 
like to have your views end you probably have had ex- 
perinece in all these things, what do you think about 

that, do you think the consumer should be left at the mercy 
of the dealers in that respect? 

I would think that the competition would take care of that 
the same us it has in other places. 

And would you say that competition should have seen to it 
that that reduction in tank waggon should have been passed 
on to the consumer? 

Well I do not say that particular one. 

But generally speaking? 

Generally speaking. 

Yes, and you would not see any reason for any exception 
in this latter case, you think that competition should lsve 


seen that that cut and all similar cuts should have been 
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passed on? 

That is right. 

And you would perhaps say also tien, wr. Doty, that when 
you find a condition where it is not passed or cumpetition 
does not seem to be doing its job? 

Well the dealer has neccssarily, has to make a living out 
cf it. 

Yes? 

And I would think that would be up to him whether o- not 
he could afford to pass that on. 

Well there you are, do ycu not think, a person might be 
forgiven for thinking that this duplication, this great 
number of cutlets dilutes the gallonage and makes that 
spread, how much i4% might be,not any tco much under con- 
diticns cf that kind, what do you think about that? 

Your idea is to decrease the number of service stations? 
Iam juet suggesting to you whether or not that is some- 
thing which should not seriously be consicerea just te 
meet this particular angle we have discussing now? 

Well I dc not think it makes much difference whether the 
consumer pays fcr it in that wey or relief money to take 
care of those people who a thrown out of work by de- 
creasing tne number of service stations. 

Yes, I have heard that sanggeation hefore. You say that it 
is just about as broad as it is loug, that the sonsimer. 
should pay what might look like an unconscionable 
spread, that he may as well pay it there as have the 
spread lower, rationalize it to some extent, close up some 
service stations, put some service station operaters out 


of business and look after them on relief? 
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Yes. 

THE CHAIRMAN: Of course the whole relief 
burden has not been placed on the gasoline consumer 
alone? 

That is right. 

MWRhe FRAWLHY: Can you tell us how much it 
costs your company to maintain its credit card service? 

I have not that information. I do know that our losses on 
the credit card service is, does not exceed 1/2 of 1%. 
That is on your whole company's business? 

That 1s right. 

The losses do nc exceed 1/2 of 1%? 

No. 


Do you say that the alberta experience is better or worse 


than that? 


I cannot say but 1 would assume it would be approximately 


the samc. 


THE C HATRaIAN : what do you mean by losses. 
MRe FRAWLEY: Yes, what do you mean by 
losses? 


Uncollected accounts. 

TPE CHATRWAN: That is over and above the 
benefits you derive from the use of credit cards and you 
say the credit cards do that? 

Yes, it is just the bad debts alone. 

WR. FRAWLSY: And you say they add up, 
how about the extra accounting? 

well naturally there is some extra accounting but I am 
not in a position to say: 


How much more than the 1/2 of li would be represented by 


that? 
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No. 

Now tire Doty, in view of the fact that your contract in 
British Columbia was one which was only made after a 

very careful examination of the price of crude oil, are 
you satisfied with the price of erude oil, the posted 
fleld’ pricewof erude ioll ‘in nis Province in the Turner 
Valley field? 

I have not been closely enough connected with it to say 
definitely; I have not made a study of it except merely 
asasuperficial one but it appears reasonatle , compared 
with the California prices. 

The reason I ask you this is, that apart from our market- 
ing problems, the Commission has tc consider the posted 
field price of crude and gake scme recommendations as to 
its faizmess and otherwise; now one would have thought 
perhaps that your company in view of the approach you isade 
to the matter of supplying your British Columbia market, 
that you might have got down to cases with the Imperial 
Oil and worked from the price of crude up or back from 
the price of gasoline to the price of crude and related 
it in some fashion, the price which you are paying for 
your products, to the posteca field price of crude and 

the processing ccst of the Imparial Cil at Calgary, why 
was that not done? 

Well the Imperial are paying us the posted price, the 
California price for crude oil and we are of the opinion 
that the prices they charge “for their products in Alberta 
are reasonable based on that crude een plus cost of 
processing and handling. 


Oh, that they are reasonable having in mind the prices 
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which they pay for California crude? 


4A Yese 


Q Of course there is no relation between those two things, 
the California crude and the alberta products, or is 
there a relation in your mind? 

A Oh IL think they are related more or less. 

G How are they related, they may very well be but I do 
not follow you? 

A Well we pay the Imperial a certain price for gasoline; 
we know what the posted orude oil price is. 

Q In furner Valley? 

A In Turner Valley and we believe that it is a fair price 


based on the crude price. 


Q Based on the crude vrice? 
A Yes. 
Q You think the price the Imperial charges you for their 


products, for your products, is a fair price having in 
mind the posted field price of Turner Valley crude? 

A That is right. 

Q THE CHA IkiiAN: What do you say about the 
price of Turner Valley crude? 
MRe FRAWid ¥: That is exactly what I was 
going to ask; the posted field price of Tumer Valley 
erude is fair or otherwise and by wnat standards? 

A I am not in a position to say. I just do not know but 


comparing it with the California price I would say it is. 


Q I suppose if the Imperial Oil---~ 
Q THE CHATHwA N; Now just a minute, he 


started to answer “compared with the California price he 


would suppose". 
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MRe FRAWLEY: "It is" he sald? 
i re =a 
MRe FRAWLEY: He completed the answer. 
THE CHATRMAN ; Oh, he finished. 
WITNESS: 165% 
MRe FPRAWLGY: Yes ne Gide 
THi CHAIRMAN: And what is the California 


price that you ave-comparing with the Turner Valley 
price? 

Well the general price structure. 

What is the current price? 

On what gravity? 

The pipeline run is 438°? 

MR. FRAWLLY: Do you want to know our 
pipeline, let us see, it is about 44 gravity at ¢1.20? 
The only field in California pruducing O11 with a 
gravity x« high as that quotes $1.46 for 42-45 gravity; 


G1.50 for 43444. 


THE CHA IRIAN; 42-43, $1.46? 
Yess 
dR. FRAWLEY: That seems to me at least 


to be rather high; any particular reason for that? 
No, J do not think a0. 
What field is that, hir. Doty? 


That is the Greeley Ganal. 


(Go to number 12,808) 
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S. L. Doty 


MR. FRAWLEY: Mr. Doty points to the 

National Petroleum News of the 24th of May, 1939, where 

these quutations are found at Page 46. 

THE CHAIRMAN: Exhibit? 

MR. FRAWLEY: This one does not happen 

to have been made one. Perhaps we had better make it one. 
(NATIONAL PETROLEUM NEWS 
24th May, 1939, IS NOW 
MARKED EXHIBIT 559") 

NR. FRAWLEY: lir.. Doty points to Page 46 

of Exhibit "559" where the California quotations are and 


this Greeley Canal in Curran County shows for 43 to 43.9 


pisos 
THE CHAIRMAN: and 42 to 43? 
A $1.46. 
Q MR. 2RAWLEY: And by the way, the way 


in which the prices go up with the gravity have not any 
uniformity there. There is a 4¢ increase there. 41 to 41.9 
Plie4Se.. Then it is interesting to note 40 tw 41 $1.39. Do 
you. think that is & proper comparison to make? 

A a think sos, That 15 of 4 similar @asoline contents 


How would the sulphur be? 


A The sulphur would be very muvh less than it is in Turner 
Valley. 
Q So that you think using this particuler field in California 


as a guide, the Imperial are certainly well under in posting 


Plead? 
A I believe that is right. 
Q Of course, California crude could not by any stretch of 


imagination compete with Turner Valley crude, could it, 


for a Calgary refinery, I mean’ 
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A No 1 tireoula mot. 


It would be just impossible? 


THE CHAIRMAN : 4S a matter of transportation? 
A From a transportation standpoint. 
MR. FRAWLEY: It would have to come by boat 


to Vancouver and from Vancouver by rail? 


A Yes. 
Q Do you know anything about crude prices in Montana....... ° 
THE CHAIRMAN: Befure we leave that. It 


is more difficult to process and refine Turner Valley 
because of its extra sulphur content? 

Very much so. 

And how abyut that field, is it a deep field, deep drilling? 
Pt Us deep Grille, “Unet’is, “the s..2 i513 tarts : 

The Greeley Canal? 

11,000 feet. 


MR. FRAWLEY: In cSurran County? 


Yes. 


The Greeley Canel field? 


- £ > 2S bP 2 & 2 b 


Yes. 
THE CHATRMAN: What part of California 
Ps "that “in? 


A The San Joaquin Valley; 
MR. FRAVLEY: In Curran County. 


THE CHAIRMAN: Any trouble with water, 


salt water? 


A No, not so far. 


Q MR. COMMISSIONER LIPSETT: ‘Tho posts the price there? 


A The Standard Oil Company of California. 
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Q THE CHAIRMAN ; Are they producers? 

A They are, yes. 

Q In that field? 

A Yes. 

Q Any other producers of consequence? 

A There is quite a number of producers right around in 


oO + © b& 


that general area which use that price as a besis. 

Are they the main producers in that field, the Standard 

Oil of, California? 

EF believe they are one of the largest. 

MR. FRAWLEY: Dess that high-priced crude 
have quite a ready market? 

Yes. 

It is high in price because it has a higher gasoline 
content? 

Theateais, correct. 

It is adapteble for use in skimming plants, I suppose? 

Yes. 

Now, you made a statement yesterday, Mr. Doty, that you 

felt at the time you were bringing gasoline, your company 
felt at the time you were bringing gasoline over the 
mountains to Alberta that you could continue to do that 
against a very unfavorable freight rate because the operation 
had to be looked at in its entirety. and you felt that as you 
people produced the crude ultimately from which the gasoline 
was meade at Vancouver and then shipned cver the mountains, 
that it was profitable for you to do it, even against the 
unfavorable freight rates. Does that mean an integrated 


oil company looks, always looks naturally at the entire 
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Oo. L.. Doty 


operation before determining upon a course of action 


in either producing, refining or marketing operations? 


A Not necessarily. 
Q Is that the ordinary routine? 
A I think we would look at it first from the posted price 


standpoint. 


Q The posted price? 

A Yes. 

Q THE CHATRVMAN: Gf crude? 

A Of crude. 

Q WR. FRAWLEY: Just elaborate upon that. 


What do you mean when you say we would look at it first? 
A In determining the economics by comparing them with the 

posted price. 

The economics of where the gasoline should go? 


Q 
A Yes. 


And how much return from the gasoline there should be? 


re, 


Yes. 


In «Other;words, there might be no return at all from the 


oO & 


gasoline, as indeed there was in connection with your 
Alberta operation, I presume from the beginning, or 
was there at one time a net profit on the marketing opera- 
tions in Abberta? 
A I haven't that information with me. I believe at one 
time there was a slight profit, but I cannot say definitely. 
Q But that turned into a loss and continued for quite many 
years to be a loss? 
A That is right. 


Q, And it is still today, although you are on a new basis now. 
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But I am speaking of the other basis. You continued 

at a loss because you were looking at the posted field 
price and you had enough out of that to - meaning the 
difference between the cost of production and your posted 
field price? 

SHav"Ls COrrecr’s 

We have had a lot of evidence here that it is virtually 
impossible to determine the cost of production of a barrel 
of crude oil. Do you subscribe to that view? 

NOSVe CHEV COTISet. 

Why, isricicerrect? 

There are so many factors involved. 

That are unknown? 

That are unknown. 

How was your company able tu say, looking at the posted 
field price, we have enough profit between that and our 


cost of production tmt we can go a long way with our 


gasoline? 

Well, from past experience we can see the trend. 

That is the most. you can say, is the trend of the cost 
of producticn? 

Thet is right. 

You cannot at any time determine the actual cost of 
production? 

I would say not. 

How far could you go, how much could you know if an 
interested person walked into your office and asked you 
what your cost of production today in a certain field was? 


You could give him a figure, couldn't you? 
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For your company's purpose, that is quite sufficient? 

That is sufficient. 

You are able to go a long way, in fact operate your 

whole business intelligently on that figure which you say 
is not the actual cost but a significant figure showing 
thearrendtofindsts? 

Theat Li sorrent 3 

It is with a figure of that sort that you cameinto Alberta 
and continued in Alberta after you had a net loss from 
your marketing operetions purely in Alberta? 


Theaters +riegnts 
THR CHATRMVAN: In a field which is fairly 


well proven, do youstay within, pretty well within the 
limits of “the proven area? 

I do not quite get your question. 

It has been suggested to us that the major companies are 
not in the main adventurers. They leave the wild catting 
to the public and do their drilling within thet portion 
of a given field that is fairly well proven so that they 
meay.ve secures. Ihereiis co eriticism of that? 

I do not think that is entirely correct because the 
major companies discover most of the new pools. 

Do you post a price in California anywhere? 

‘"e follow the Standard Oil Company's posted field price. 
You follow the Standarae 


Yes. 


When you are following their price, I suppose you do not 


foLlowmat blindly, or, do your 
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A NG. we don’t. 
How do you determine whether or not the posted field 
price is, in your opinion, a fair and proper one to follow? 
How do you approach a consideraticn of the field price? 

A “e Know the market for gasoline, gas oil, fuel oil, end we 
have infomation which gives the cost of transporting that 
Oil to the refinery, and we have the refining costs, and 
we break it down and we can tell almost exactly what crude 
Olb-bs worth. 


You say having regard to what we can get for refined products‘ 


p> © 


That is right. 

Q On the open-market? 

A diet: gre eee a rode 

Q And having regard to our costs we can afford to pay so much 
fOr the crude? 

A Bee sic LSC be 

Q And no more. If that coincides with what the Standard Oil 
has posted, you buy at that price? 

A That is right. 

Q Is there any occasion on which you went under or over that 
DriGe OF .orids + 

A Not recently. 

Cy By recently you mean what? 

A Oh, the last ten years. 

Q You sell tc the Imperial then in British Columbia your 
crude oil at a field price determined by the Standard? 

A That is right. 

Is that the Standard Oil of New Jersey? 


A The Standard Oil of California. 
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And since the one factor that governs what you pay for 

crude oil is what you can get from the public, it woulda 

be interesting to know how would you determine what public 
price should be? Do you let competition control that? 
Competition takes care of that. 

Alt right. 

MR. FRAWLEY: Mrs. Doty, IT would like to 

get your views on a specific. situation here with a view 

to exploring the effect of the position of the integrated 
company with a profit on production on refining and marketing. 
We have in this province a rather peculiar situation insofar 
as it affects Southern Alberta. This is Calgary. And when 

I tell you that at this point here, Claresholm, about half- 
way to the Border, that beyond that it becomes quite un- 
profitable for a gallon of gasoline to be marketed from 
Calgary, from Turner Valley crude, south of Claresholm, 

and it must be done at an actual out-of-pocket expenditure, 
but still the Imperial continues to market through the 
whole of Southern Alberta right down to Coutts - well at 
Coutts through a wholly-owned subsidiary - but at Milk River 
through its own agency. Now what would you think if you 
were the Imperial - if you had not just a very small market 
but if you were the principal marketer in the position of 
the Imperial -. what would be your reection to that? What 
do you think your company would do? 

Do exactly what the Imperial is doing. 

And why? 


Because they would have to maintain representation at 


all points. 
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S. L. Doty 


Q Yes, but I do not suggest they should give it-up. 
My suggestion is the gasoline might come frnm some 
other source altogether and not try to buck that freight 


rate. There is a lot of gasoline in Northern Montana? 


A Maybe they take the same attitude as we do in Alberte. 
Q They take the same attitude you Jo in Alberta? 
A Yes. 
Q And that is what? 
THE CHATRMAN 3 Buy home goods. 
MR. PRAWLEY: Use Alberta crude? 


A That is right. 

Q Is it an unfair suggestion to make that because they have 
to sell their gasoline south of Clareholm at an actual 
out-of-pocket expense that the tank wagon price at Cal gary 
is bearing the load, paying the shot to use a colloquialisn. 
Assuming they make an over-all profit on their operation? 

A uy would not necessarily say that that is true. 

Q That is what I am interested in having your views about. 
One would think at first blush that was so’ 

A YES. 
The Imperial tell us that they make their tank wagon price 
at Calgary 163¢, and as you appreciate, it is 164¢ now all 
over Alberta because it is 164¢ plus freight. Now of course, 
they have to put their tank wagons down so that they have a 
tank wagon at Milk River of about, within a decimal point, 
the tank wagon at Calgary, anc there is nothing for freight. 
That is why they lose money. I am suggesting to you and 
wanting your view about it, does not the tank wagon pur- 


chaser in what you might call the normal portion of Alberta 
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pay, and very definitely pay, something in his tank wagon 
price to enable the Imperial to market Alberta-made gasoline 
south of Cleresholm. Before you answer, Mr. Cottle suggests 
I should tell you that the price structure in Alberta is 
Calgary plus freight except in that southern fringe wher 
they cannot maintein it. But with that as a piece of basic 
information, I would like your views about that operation. 

F would like to know what it is doing and what is its effect? 
Its effect is it gives the buying public a little lower 
PERCE. 


It gives the buying public gasoline at a lower price? 


Which portion of the public? 


Yell, it gives the public that are fortunate enough to 


live in that particular area. 


A lower price than those people in the other part? 


Yes. 


can buy Montana 


But that is of necessity because they 


gasoline for the same price? 


That. 2s right. 
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But what I am troubling about is, and I want 


frank views on it, there may be nothing in it, but is the 


man who is buying gasoline at Red Deer, W 


will say, is 


ay) 


he not contributing something in that tank wegon, or would 
his tank wagon not be something lower than that if the 
Imperial was not paying out money in freight rates on the 
southern distribution? 


“ell, I think there is a lot to be said there. But in 


looking at the oil distribution as a whoie, it is more or less 
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Os lee DOty 
of an accommodation to the public in general, and I see 
no reason why the public adjacent to a producing field 
should get such a much lower price than the ones that live 
away. 

Q You do not think that is rarticularly sound and that shoulé 
not necessarily follow? 

A: If should not necessarily follow. 

Q You see nothing wrong then with, as it were, averaging 
it all up and striking a tank wagon rate? 

A Poet oo Poe. 

Q Over all Alberta and then there may be a portion of it.that 
is there necesiarily for the purpose of carrying the un- 
profitable market? 

4 That is right. 

Q 1 think thet is all, Mr. Doty, and I think there is nothing 
in those two contracts which you filed which requires any 
further elaboration. Except this, I cannot quite understand 
the position with regard to your Ethyl gasoline. What you 
say wien you Tirst arrive at.......» Perhaps you can explain 
how you came to a price of l¢ more, it seems to be, for 
Ethyl gasoline? 

4 Yess this if our basic price, this price here. 

Q ‘7e will see what you are reading from. You say looking 
at Exhibit "554" which is your products purchasing agreement, 
you find that the besic price of your motor gasoline is 8.56¢ 
per gallon? 

A Yes. To that price you add these differentials. Ethyl 


motor gasoline ld. 


That means you pay lg more, you pay 9.d6¢ for Ethyl gasoline? 
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S. L. Doty 

A PNatw is Tight, 

Q Now, the next? 

A 70 octane #¢ per gallon. 

Q For 69 to 70 octane you say you pay #¢ per gallon? 

A Yes. 

Q What is the motor gasoline you nay that for? 

A That is the base gasoline. 

Q It would not have 69 to 70 octane? 

A No. 

Q About what octane would it have? 

A anywhere Jrom 60 to 65. 

Q SO t0.65% 

A res. 

Q You think that that #¢, which did seem a little small 
tose. vial as. UUL Te, SUlLICc Jenuy 

A That WS suLlricient for thet type or) eacoline. 

8) That 1s give you an increased octane gasoline? 

A THED i A Sy YLen ts 

Q That has nothing to do with the leading cost? 

A That is the leading cyst. 

Q, Oh, that is the leading cost? 

A Yes. 

Q Then both of ‘these items A and B Ethyl motor gasoline l¢g 


2 ay See ee 


moreper gallon than your base price and the 69 to 70 octane 
gasoline is #¢ more? 


Yes. 


This really represents the leading cost? 


The leading cost. 


I think perhaps before you go, I was reading yesterday 
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from a letter that Mr. Paul M. Gregg wrote to the 

Chairman of the Federal Tariff Board on the 17th of April, 
1955. I think to complete the record I should ask you 

if this is the letter and file it? 

Yes, that “is the letter. “That is’ his signature. 

THE CHATRMAN: Who is Mr. Gregg? 

MR. FRAWLEY: Mrs Grese, 18 ne stiil 

as he describes himself the Vice-President of the Union Oil 
Company of California? 

Tneatowes COLTLeC Us. 


(LETTOR. IN QUESTION IS NOW 
MARKED EXHIBIT "560" ) 


THe CHAIRMAN: You can tell us what is 
hit , Mr. Frawley, rather than reading it? 


Mis FRAWLEY: It is a letter answering 


a series of questions, really answering a questionnaire 
sent out by the Tariff Board to the 0i1 Companies at the 
TING On tie Tariil Board Investigation in 1955 ; 

THe CHAIRMAN: You. are DCiLInesriaion 

what purpose? 

MR. FRAWLEY: Beceuse of the statements 
contained therein with respect to these earlier contracts. 
We now have the contracts it is quite true, but I thought 


when you came to read the record you might find it more 


‘useful and satisfactory if you had the letter itself to 


look at. 

THE CHAIRMAN ; Your company is a producer 
Sty oil, wre. Doty? 

Yes it produces and purchases crude oil. 


To what extent are you a producer? What is your gallonage 
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L. Doty 


in barrels roughly? 

Roughly 50,000 a day. 

50,000 a day? You have your own pipe line? 

Yes. 

To any place? Where does your pipe-line run to? 

We have two pipe-line systems, one connecting all the 
fields in the Los Angeles basin, end another one connect- 
ing the fields in the San Joaquin Valley. 

You refine? 

We TAC 6 

What are you turning out in refined products, gasoline, 
for example, out of your refineries per day? 

You mean volume? 

Yes, volume? 

Roughly 25,000 barrels per day. 


You make,your own lubes and greases in addition to your 


gasoline? 
Yes? 


You do your own marketing? 


Yese 
You,de not employ jobbers, or do you’ 


Weedounot employ.s....... I da not know what you classify 


as jobbers. We sell wholesale anc they re-distribute it 


é 


at different puints, yes. 


To whet extent is your product handled through jobbers 


as distinguished from directly by your Marketing 


a) 


Departmen ¢* 


I haven't that informetion but it is a small part. 


A small part through jobbers’ 
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A Yes, a small part through jobbers. 

Q In the United States are jobbers usually bound by contract 
of do jobbers get their product from whatever refinery 
they can that week or that day? 

A I think they almostinvariably have contrects. 

Ge, ixtending over a periicd of, on the average, what, a year? 

A IPthink rt is a yearly contract asa’ rule. 

q Now, we have had different views as to the merit of 
operating as an integrated company and the demeritsattached. 
What are your views about that? «as an oil man of long 
exrerience, would you say thet the hope of everyone in the 
Oil business is to operate as an integrated company? Per- 
form all the operations and all the functions? 

A P thing thatthe. tp tives. Lv has  pecag my experience 
that an integrated company gives better service to the 
public than an independent company thet refines in a 
small area and markets its vroducts by dumning it into 
independent stations in metropolitan areas. 

q, I suppose what you might lose in one department you 
COULA picky up in anotwer? 

A That 1s right. 

q And you have a better over~all picture? 

A That is right. 

Q Tn the case of an integrated company? 

A Yes, that is correct. 

Q It has been sugrested to us that the jobbers are essential 


to the life of the industry and that they provide innovations 


and are keen to find cheaper vays of marketing and that 


they provide very real and ective competition to the 
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Detts sWOLY 
major refiners? 

A i telleve thet is Gorrect. 

In your view they have a proper place in the industry 
and they should be maintained? 

A TREY CO eS. 

Q In Aiberta - I think I asked you before perhaps but you 
would not mind telling me again - you follow the Imperial 
price throughout? 

A ve Tollow the compatitive prices that are posted. If the 
Imperial does the pusting, we follow them. If someone else 
posts them, we follow them. 

Q is it “emule in ol lelde, imceludine this one, as ‘far ed 
you know, for competitors fo follow the posted price or 
is there much individual posting? 

A they practically all follcw the posted price. If there are 
any sales, it is based on so much under the posted price 
Oirso Much Over The posted orice, 

Q I suppose there is not much cutting of the posted price 
unless one is prepared fur an oil war? 

A That is right. 

Q — mean, unless there be some special reason for it, the 
posted price is followed? 

A The posted price is followed very closely. 

Q Is the producer of oil ever taken into account, TI mean 


by that his costs in getting production, and the desirability 
of giving him a margin so that further exploration may take 


ylace, and so on? Speaking of the independent producer’ 
Ps £ 


(Go to Page 12,824) 
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A Oh , I think that is the factor, yes. 


LS 


Where you, most of the major companies, I take it, are 
integrated companies, they are producers? 

Yes, most of them Ep 

And they are not at the mercy of independent producers 
ef crudse ol Le. 

That is correct. 

They can produce their own? 

That is correct. 

I take it that it is desirgble to have independents in 
many fields, is it not, from the standpoint of the major 
companics? 

Ve NTR any 

They do some oxploratory work, dc they not? 

They do soms but I think the major companies do by far 
the most of it. 

It has been suggested to us that the major companies are 
not gamblers in the main, while they do some exploratory 
work, that they greatly welcome independents in any new 
ficld to establish its buundaries, to help them to 
establish its boundarfes, perhaps I should put it that 
way, what do you think of that? 

Well they probably do, that is human nature. 

Yes, and it nas been suggested on the one hand that it 
might be desirable for q company Like tho Imperial to 
necupy the whole of the Turner Valley field if it could 
and it has been suggested on the other hand that that is 
absurd, a major company dces not want all the risks in 


any field, what are your visws about that; again I am 
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not asking you tc direct your mind to this valley but 

to the oil business generally and out of ycur wide 

ene ian ee give us the benefit of your views? 

Well I do not know who would not like to have everything 
that is there if they could get it. 

Well, there is the other point of view you know, that we 
are actually interested in exploring? 

Yess 

That no major company wants the whole field? 

I do not think that is true. 

If they could got the whole field they would like to have 
it? 

Yes, they would like to havo it but it is just impossible. 
Somebody else will come in? 

Yese 

MRe FRAWLEY: Just arising out of that, 

Mre Doty, is there a pro-ration law in California by 
statute? 

Not yote: There was a Bill passed by the legislature and 
Signed by the Governor which will be effective in about 

60 days if a referendum is not callcd but I understand 
there is a petition circulating for a referendum. 

Which would delay the Statute coming into fores? 

THR CHAIRMAN: Which might defeat it ontirely, 
I take it, or might prevent it ever, coming in? 

It might. 

MR. FRAWLEY: There is at the moment no pro- 
ration by Statute in California? 


That is correct. 
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Se Le Doty 

Q But there is pro~ration? 

4 It is voluntary curtailment. 

Q There it a voluntary curtailment of production in California? 

A YeSe 

Q Why is that? 

4 in order to maintain a» fair price for the crude oil. 

Q In order to maintain a fair price for the erude oil; well 
how, would you mind just taking us through the steps why 
you say that, to accomplish a fair price it perhaps ts obviou 
but I would like it? 

L If the production were allowed to run wild it would not be 
but a very little while that everybody's tanks would be full 
and they would be giving it away and some people that did 
not have storage and covld not handle it would be giving it 
away o 

Q Yese Now I take it then that this is a pro-ration to 
prevent chaos in the industry? 
That is right. 
Has it anything at all to du with the necessity of there 
being rateable withdrawal from a common resérvye.r? 

yy It very distinetly has. 

Q It also has something to do with that? 

A Yes. 

Q There are many fields, I take it, in California, how many, 
IT mean how many fields are there? 

4 There are a great many, between 50 and 35. 


Yes, and of course the reservoir is not common to them 
all? 
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Q The roservoir is not common to them all? 

vi) On’; no’. 

Q But I taks it there is a common roservoir in each field? 

A Not necessarily so but lots of fields are divided by 
faults. ‘ 

Q I just want to explore that with you, you say the voluntary 
curtailment is to prevent chaos for production in the 
industry? 

yy Yes. 

And also to bring about rateable withdrawals having in 
mind the maintenance of the natural resource? 
That is right. 

Q Well, if there was no common reservoir there is nothing 
in that, is there? 

A “ell there is a common reservoir in each pool you might 
Saye 

@ There is a common reservoir, whether there be two reservoirs 
in one field or not? 

4 Sure. 

Q Or two or three? 

A That is right. 

Q The wells are drawing from commen reservoirs is perhaps the 
right way to put it? ' 

4 Yese 


And because of that fact and that fact is the second reason 
for the voluntary curtailment of production? 

YeSe 

And would you say that wherever there is more potential: 


production than there is market that there must be, and I 


C=2 
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am thinking of the first reason for the curtailment down 
there, the first reason you mentioned, would you say 
wherever there is more potential producticn than market 
that there must be pro-ration? 

Absolutelye 

In the interests re the whole industry? 

The whole industry ang conserving the oil and gas for 
future uses 

Yes, well conserving the oil aud gas, preventing 1t --— 
Its waste. 

Lts wasts even from the prices standpoint? 

Y6S~e 

Because I presume when there is more production than the 
werket can take up, then there is a price cut and as you 
Say it is sometimes given away when that comes about? 

Yese 

&nd that is why you say you have vcluntary curtailment 

of the oil production in the state of California? 

Yes. 

And you say you have reason to believe it will be crystalize 
intc a Statuts by the legislature soon? 

It is on the waye Whether it fineliy comss in or not 

I do not know. 

This r3fersndum may defeat it? 

Yese 

What I suppose you are saying is jn your opinicn ultimately 
it must come? 

I believe sco, yeSse 

MAJOR LIPSETT: Whsre there is that pro-ration, 


Mr. Doty, does that apply to the smell wells too, the very 
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small wells? 

& Oh, they have allowables set for each well and certainly 
the small ones aie allcved a higher one in reference to 
their potential than the larger ones so as to protect the 
small producing ER ice 


& Or they would have tc shut down probably? 


b> 


They probably vould. The curtailment is based on the 

large wells. 

Q THE CHAIRMAN: That is net consistent with 
the common reservoir idca.e How can you work a common 
reservoir unless you control the number of “ells which are 
to be drilled? 

A Well that is the proper way to do it. 

q Is it not idle to say you have a common reservoir and let 
anybody end everybody drill, that wants to, as many welis 
as they want to; the man with his one well, if enough wells 
are drilled, will scon be abie to sell about a galion a 
day? 

A Theat is right. 

Q MR. FRAWLEY: Mr. Doty: I would like to have 

your views on one final question now. Speaking of the jobber 

the Chairman was speaking about before, and I wonder if the 
jobber as you know him in California is the same as the 

jobber we knov up here in Alberta, and I want to get your 

views on a typical jobber in Alborta and I do not want you 

to bo backward in die cbseine tt because you are in the business 

here; take the North Star or a similar company, that 
maintains 89 bulk stations throughout the province side by 
side with its supplier tho Imperial who maintains 282 of 


this same type of station and the British American, the 
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Si Le Doty 
uther refinery, who maintains 282, on not quite the same 
operation because they have changed their system a little, 
but you know the North Star picture in 4lberta, particularly 
as it graphically described on the map; in other words 
let me describe it phis way, it is an operation that doos 
everything which the refinery does except refine; markets 
under its own name and so one Ilave you any operation like 
that in California that you call a jobber? 

v) We have not. 

Q, That is what I thought and I wanted to make that clear; 
the jobber to you, as you know him in California, is not quite 
the North Star operation in Alberta? 

4 It is not. 

Q What you call, how would you best, in your cwn language, 
describe the North Star operation in Alberta? 

4 Ok, I think he comss under the classification of a jobber 
c.11 right, 
Yes, there is not much else you can call him? 
Noe 

Q It is just a matter of words; now let me gc further, you 
said the jobber as you knew him in Alberta played an 
important part in the industry? 

4 That is right. 

& Now I want to ask you very bluntly and I want you to be 


very frank, what is the value to the industry in Alberta 
and to the consumsr of the North Star oneration and I would 
like your considered view on that, Mr. Doty; just 


appreciating overything it does and does not do? 
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A Welt it stimulates competition. 

Q The North Star stimilatcs competition, how does it 
stimulate competition? 

Well, it has additional outlets. 


<q 
Oh, additionei to the Imperial's? 


tt © te 


Yes, 


Well that is trus he has but how does that stimulate 


ie) 


competition; he is performing the same services, selling 
the same gasoline really, under another nams; his 
operation is so exactly a duplication of the Imperial 

one, maintaining Imperial prices throughout and that is 
what <I want your view on, how does he stimulate competition 
in any way that benefitc the consumer? 

A Well he gives the consumer better service and thoy employ 
additional labor, 

Q Ch, they employ Jabor, that is coming back to your pcint 
about closing up the service stations but setting that 
aside, I mean for this argument, setting it aside, what 
cther good does that particular Worth Star operation, - 
or anything like that, I mean, ~ do in Alberta? 

va) lot being familiar with the North Star operations I feel 
T am not qualified to answer that. 

Q Now the jobber in California, what docs he do so that the 
Commission will have a cloar understanding in their minds, 
because we have had sc much about the jobber from witnesses 
who may have been talking about the Ameriern jobber, what 
does ths Calufornia jobber dot | 

A Well the California jobber, as a rulo, it may have one or 


it may have soveral service stationse 
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Q And when you say several you mean? 
A dozen or two dozen, that he operates and he buys the 
gasoline and sells it. 

Q Yes, and he, does he buy gasoline wherever he can find it; 
you told the Chairman he wes usally tied hy contract for 
a year? A 

A Yes, but there are many split-pumn accounts, as we call them, 
that handle several grades of gasoline, 

Q The jobber? 

A YoSe 

Q So the jobber might have a contract, a yearly contract with 


twe or three refinerios? 


A That is right. 

) Oh, yes and he is buying different products? 

A Or he may have qa ¢Guntract with one compeny- 

Q THE CHAIRMAN: He gots a price for a certain 
gallonage? 

A Yese 

Q He may have half a dozen refineries on the string as I 


understand it? 

Yess 

MRe FRAWLEY: | And you say that fellow does 
some good in the picture because he is free, of course, to 
ering dcw21 the price, doos he sometimes do that? 

A He does. 

q THE CHAIRMAN: Just explore wheter or 
not he sets up a brand of his own as though he were selling 
his own gasoline? 

Q MR. FRSWLEY: | Oh yes. how about the brand 


name? 
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Se Le Doty 

& <L believe there arc cases of that kind. 

Q In Galifornia? 

A Yese 

Q What is the genoral practice? 

vs) The general practige is to sell it under the company's 
brand « 

Q He buys 76 gasoline and he sells it as 76 gasoline? 

A Le Se 

& Not as John Jones! gasoline? 

J No, but there are eases where they sell it under their 
own brands 

Q If they are big enough, if they come to you and take 
enough of if, you will permit them to do that, is that 
a fact? 

A Well, I would not say that was a fact berxause we Like to 
see our gasoline sold through the legitimate channels. 

Q {nd under your own name? 

A Under our own name- 

Q Most of your gasoline is sold under your own name? 
YeESe 

q Is any apm eciable amount of it jobbed out in tank oar 
and the name lost and the name of the purchaser put on 
it? 

A There are cascs of that. 

Q f small percentage of your total gallonage? 

A A vory small percentage. 

Q You understand the jobber herg of course, ths very first 


essential is that he has his own brand name and sells it 


as his own gasoline? 


MR. HEILMAN: That is exactly what the 
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witness is doing himself now in Alberta. 

Q MR. FRAWLEY: G@uite, you are a jobbor in 
Aloertea? 

A Yes, at the prsasont time we arce How long that will 
continue, I do not know. 

Q No» As a matter of fact you have a very respectablo 
gallonage over in British Columbia, have you not? 

L ie havee 

And you are doing the same thing there as Mr. Helman 
points out vou are doing here, you are buying Imperial 
gasoline but at least it is from your own crude? 

A That is right. 
MR. FRAWLEY: Will wight. 
THE CHALTRMS N: Met Ls ells thank youe 
MR. FRAWLEY: Thank you very much, Mr. Dotye 
I will call Mr. MacKenzie. But just before Mr. MacKenzie 
goes on I want to file as an Exhibit, I shouid have asked 
Mre Doty. in Line with the othor witnesses, Mr. Doty, is 
this the employeos! benefit plan of your company? 

4 Yes it is. 


MRe FRAWLEY: I offer this as an Exhibit, 


Mr, Chairmanae 
(EMPLOYBES BENEFIT PLAN OF THE 
UNION GIL COMPANY PRODUCED 
AND M&RKED 4S EXHIBIT "561". ) 

MR. FRAWLEY: I will call Mr. MacKenzie. 

( Se Jo Helman, Esq., Ke Ge appeared ao counsel for 


Mr. MacKenzie. } 
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GEORGE 4. MACKENZIB, having 


been recalled, examined by Mr. Frawlcy, said: 


MRe PRAWLEY: Mr, Mackenzie, before I 
resume any questions, Mr. Mackenzie, did you have any 
unfinished matters you can doglwith yourself without 
any questioning by me; if you recall anything you 
wore asked to prepare which you might file now? 

YeSe 

What is the first thing?- 

You asked me. My Lord, to show any further sales which 
were made in the province below the Imperial's tank 
wegon prices at various points. 

Yes? 

So I have taken and listed here ---- 

Let us mark..it and then discuss it, is this all one? 
Well that is the whole thing, 

MR. FRAWLEY: Mr. Mackenzie produces a 
stetement of two sheets which are offered to cstatlish 
the fact that at various points Great West Distributors 
sold Petroleum Products at less than the posted tank 
wagon prices of Imperial Cil? 

That is right. 


(STATEMENT PRODUCED HERR 
MARKED 4S BXHIBIT 568") 


Now supporting Exhibit "564" have you some invoicos? 
I have approximately 191. 

There are approximately 191. invoicas? 

191 approximately. 


Do I understand that there is an invoice, you are now 
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A. MacKenzie 


offering invoices covering each item on the Exhibit? 
On the Exhibit of the sales which are made there. 


And in the same order? 


Yes. 

THE CHAIRMSN: They will be Exhibit "562" (a). 
(INVOICES PRODUCED SUPPORTING 
BXHIBIT "562" HERE MARKED 
AS BXHIBIE "862". (a)«) 

MR. FRAWLEY: Now I just want to ask you 


perhaps one question about that, would you take ths first 
item. ore -S== 

THE CHAIRMAN: Doss the sheet disclose over 
what period cf time that continued and what years? 

MR. FRAWLEY: Those are all in the year 1939, 
Mr. Chairman. 

THE CHAIRMAN: Isolated instaness of sales? 
MR. FRAWLEY: Well Sheet 1 that seems to run, 
I see what you have done, you have taken, you have taken 

qa Station and then run thvough all of the instances ct that 
station it would seem from the way the list is set out? 
Yes, we have, illustrating that for instance, Alix sold 

to Bashaw end Mirvor, we have listed the different points 
and stations where these products were solde 

MR.e FRAWLEY: Answering your question, 

Mr. Chairman, the list is not preparod chronologically 

but the earliost date in 1939 seems to be January Sth and 
they seom to run through all of the months down to Maye 
Thore is one here in Junc, June Srde 

MRe HELMSN: I might say for the bonfit of 
the Commission that Mr. MecKenzie explained to me that this 


list does not purzort to be exhaustive. He has just taken 
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for the year 1939. He said it would take a considerable 
amount of work and a lot of men working on it to go back 
to the other years but he is willing to do that end give 
that information to the Board if desired, but it will 
entail a lot of work because no erfort has been made in 
his office to keep these things sepazate. We picked 

it out illustrating it for the year 1939. 

THE CHAIRMAN: oat I was asking, Mr. Helman, 
is whether or not it serves to show, I wes merely asking 
What this Exhibit is without reading it ali, Does it 
serve to show than on a given Thursday Mr. Mackenzie's 
agent undersold the Imperial's agent at a given point oz 
is it showing over a period of thrsae months Mr. Macksnzie 
at any given point underscld the Imperial for three days 
or anything, or is it isslated sales? 

MR» FRAWLEY: Oh, isclated Sales I would say 
it wase 


A Yes, it is the continued policy of my company in these 


(@) 


contracts, we do not follow as I said the Impsrial's 
established tank wagon price; If we deliver to some 
station or some point, if the tank wagon price is higher 

we pay no attention to thet. Wwe sell as these pricas and 
1t is nothing more, it is.s general polisy of our company 
in doing that- 

Q It has been suggested, Mr. MecKenzie. to us that while a 
dealer may tn an isolated cas sell fcr Loess then the 
Imparial prices, that no one in yuur position is going 
to buck the Imperial very long and take on a price war 


wito them and that in the main you would be bound to follow 
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their prices, what do you say about that? 

Well that has always been suggested to me by many people 

in the business we are in, they say, "We do not see how 
you operate with a club Like the Imperial Oil or others 
use", but I do not pay any attentiun to that. se 

continue on our own basis of marketing and the policy we 
have. True they establish a tank wagon price and the 
other companies no doubt dc the same, whother they fcllow 
that same condition themselves TI do not know. They dc 

in many instances but possibly in some instances they 
themseives do not follow it but that is our policy, 

My Lord, and what wo have done and it has been our polisy 
right along. 

How do you arrive at your prices if you do not follow them? 
Well possibly --- 

You are buying at a certain price? 

For instance you take, well for instance you take a point 
like Red Deer as one illustratione 

Yes? 

Well the tank wagon price at Red Doer we will say is so 
much e Weli then, Bentley or some other point from there, 
our agent , then if he sells in that area, he delivers, 
they go to the eountry to make deliveries, well we do not 
sell at the Bentley pump wagon price there, which the slips 
will show, but we sell at what our regular price is and in 
tho instance at Bentley the consumer obtains the benefit 
of that by receiving lcwer prices» Now no doubt it may 
be a sondition through that force of competition thar the 


Imperial ov others will again change their prices into 
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these special discounts you have noticed and we read 

about in the papers. That is why they have beon crcated,. 
in many instances creatsd, those conditions which are 
ereated by the independent dealer. IT dn not say that 

Ho tpereae our owWNe I believe other jobbers do the same 
thing in this province and that is why I say that the 
jobber is very competitive to the major comparies and 

that the consumers do actually receivo a benefit thr ough 
the jobbers of the lower prices and ws are not dictated 

to in that way at all. It is the same way with Imperial 
Oil or anything of that nature, we do not follow anybody's 
price on that at all, or greases. we abso.utely carry on 
cur own ideas on that and our own policy. 

Q MR. FRAWLEY: Now, I mey have to take a long 
time about this tecause 1st me start off and ask you a 
question I asked you tke other day. Mr. MacKenzie. if I 
went down to the telephone now and phoned your station 
at Camrose and said, "Mr. Jones, what is your price on 
Red Head Gasoline today.", what answer would he give me? 

A He would give you our prices at Camrose. 

Q All right, and if I had phoned him un the 8th of January 
or on-the 5th of January 1939 and asked him "What is your 
price on Red Head Gasolinc at Camrose.", I suggest to you 
he would say, "My price is 19.6", which is the Imperial 
Oil Company's nee at Gamrose on that date for Three Star 
Gasoline; now let us get that far anyway? 

It would depend on %he volume of gasoLlinoc you would take out. 

Q This is up to this point? 

He would give you that prico but, all right,--- 
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All right, just step by step, I want to help you to make 
your point with the Commissions — My first question to 
your agent is, "What is your price of Red Head Gasoline 
today.", and he would say, "My price is 19.6."? 

Yes. 

find that is the Imperial Oil's price or was at that date 
for Three Star? 

Yes~ 

Now so far so good and then you say if I came in from 
Bawlf --- 

Yess 

To Camrosa-.. 

YE So 

And I asked him for, now this is March, just a second now, 
this is March, 1939 , and I came in from Bawlf and I wanted 
a load of Red Head Gasoline, now then, would he stop and 
say, gO some place to find out what the Imperial's price 
is at Bewlf, is that what you mean? 

No, if he came in from Bawlf, as an illustration, to cur 
agent, we pay our agents a commission as you know of say 
2 cents a gallon for selling gasoline for us; this agent 
makes deliveries. well then, if this agent came from 
Bawlf, as an illustration, we would give him our Camrose 
price and we would deliver to Bawlf at that price which 


would be a benefit to that agent. 
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G- A. MacKenzie. 
bet us be specific, and let me take one of the invoices that 
you have filed, it is machine numbered, invoice 107945. 
Theat is Camrose. Have you got the i.uvoice numbers there? 


It is on page 1. 


THE CHATRIMAN ; Just excuse m@ one minute, Mr. 
Frawley. 
MR. FRAWLEY: ft is that first R. B.egasoline 


item there? 

Yes. 

Now, you have enough particulars, JI dare say, on your sheet 
to follow me from the notes? 

One yes. 

Looking at sheet; Exhibit "562"; and taking the item Mereh 
gend, invoice No. 107945, a sale from the Camrose agency, 

a sale to Bawlf of Red Head gasoline? 

Yes. 

19.6 tank waggon at agency and selling price, and tank waggon 
prise, Townj5so0ld To, 19.8. Now, 1 want to follow you “trough 
one transaction, and the Board will understand what it is 

and what it is not This invoice shows that your company 

at the Camrose sub-station sold to a. G. Peterson at Bawlf 

On tne wend oF Maren, 1909, 45 carbons of Red Head sexoline 
Sua price oD lY.secentes: Now, we Tmperial Diljorise lied 
at that date showed that Camrose was 19.6 cents. That is the 
price which you charged the man who came in from Bawlf and 
Look it awe. 194Gs Lou heve a figure in whe Last. eolum of 
your Exhibit "562" of 19.8. What is the 19.67? 

That is the established tank waggon price at Bawlf. 

MR. HOEMAN: I think you misled the witness 


by Saying he took it away. . Werdelivyered it to Bawlf. 
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G. A. Mackenzie. 


MR. FRAWLEY: First of all, I do not see Bawlf 
On ~inhe Imperial price list. Where did you get the 19.8, }m. 
Mackenzie. The @. 4., perhaps, had a price list there? 


Well, the Imperial tank wagzon or the British American, 


5 


or either one of the two. 


You.,are Just. using either one. If there is no Imperial station 


there is a.8. A... perhaps? 

That Ls rishi. I-have not got these other prices with me. 
Yes, there probably is a B. A. station but there is not any 
Imperial station? 

I might explain to you that when we mention tank wagson 
price at town sold we would illustrate that as either the 
Imperial Oil or the British american O11 tank waggon. 

Yes, 0eceuse | cannot find any Bawliftor the Imperial O11? 
Yes. 

THE CilalTRMAnN: May they be counted on to te the 
same ? 

Yes. 


Me “aperiat and the B. my 7 


Yes. They should have typed that in but, unfortunately, they 


did not do that. 

MR. FRAWIBY: No, the Chairman was asking you 
may we assume it to be true they would be the same, the 
Imperial And the Bsa. 7 

Yes. 

Vie 194. ac. PEtTErSoOnm Of Bawlt, is He a Tarmer consumer? 
We presume He is a, farmer. 

Just a farmer? 


Yes. 


What you say there is that your Camrose dealer took this load 
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G. A. MacKenzie. 


of gasoline out to Mr. Peterson and delivered it on his farm 
at Bawlf and charged him the Camrose price? 

That is right. 

That is really your point before the Commission and whatever 
inference may be drawn from that, that is the whole point. 
You delivered from Camrose to Bawlf at the Camrose rprice? 
Yes, or those other places on the same basis. 

But one instance is as good as a dozen, I take it? 
Understand me clearly on this, I am only taking these slips, 
you see, as they came into .our office. That is the way I 
took them. I am not personally acquainted with these 
different farmers and people who might buy our products, 
because, as you know, there are thousands. I am talking as 
a general policy. Now, these were taken out of the sheets 
that cam into the office and I told them not to have any 
of these taken as dealers but as consumers. 

MR. JOMMISSIONER LIPSETT: Take that case, Mr. MacKenzie, 

of the Imperial agent at Camrose. Would he refuse to give 
that free delivery to the farmer at the Camrose price? 

He would if they had a point: there. I presume, I am not 
speak.ng for the Imperia], understand, that he woulc have 
charged the Bawlf price. 

MR. FRAWLEY: But if they had what they call 

an inland dealer at Bawlf, the Imperial, who was trucking 
from Camrose, what price would the customer of the inland 
dealer at Bawlf pay? 

He would pay 19.8 cents. He would pay on that Camrose slip 
L3.6s 

I see ther. that it is not a case of ar isolated instance. 


What you say is you give instructions to your agents that.for 
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G. A. MacKenzie. 

the business which they transact, which you might call normal 
business of the station, they follow the Imperial Oil price? 
We sénd a price list out to then. 

Yes, but they are the Imperial Cil prices? 

They may and they may not be. They may be the British American. 
But I assume that both of them are on the same basis. 

When I say Imperial it is because they have the big distribut- 
tion. Where they mve not a station we generally find a 

B. A. one and the price structure is the same? 

Yes. 

And what your instructions are, is that at the station you 
follow the established Imperial or British american prices? 
We do not follow them, no. We gend our price list out. 

We do not just follow the Impérial or the British American 
prices. ‘Je put our same price list to our stations ,ust 
the same as any other company puts them out. We do not. go 
to the agent am say "Here, whatever the Imperial Oil is 
selling at you follow those prices." 

It is done in the head office in Calgary, you do it. But 
some place somebody ascertains the Imnerial Oil or British 
Ane rican prices? 

Yes. 

And then yousend them out to your stations? 

SES. 

And that is a businesslike way of doing it. But at the 
average place where each company has a sub-station they 

are identical with the Impsrial or British American prices? 
Chi eoni.. 

What is the difference? 

For instance, we will go to work and allow them special 
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G. A. Mackenzie. 
discounts to other people in the territory, such as on 
tractor gasoline and those products. We do not follow in 
that station or even in that district in all instances the 
Imperial or the British american established tank waggon 
price. We use our Own judgment in a case of that nature. 

We do not say we must do that. If you would like instances 
G@ that kind I will be pleased to ¢et them for you, of that 
policy. But the point I take is this, we operate very 

much all over the Province of Alberta and the idea was that 
anyuline the Imperial Oil did or the British american O11 did 


20 I gave some lists the 


~2! 


that we followed it. Now, we don 


other day and His bordship asked me if [I cowld giow further 


slips and I picked these out, about one hundred and ninety odd, 


I just counted them this morning and I may be wrong on the 


FeLouriber: Tf you Sti se yanw rise tier 
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number, but we can suppl 


information on the policy that we do not foliow at each 


Darticubar Btavion tne Imperial O1L and tre other, fF wilt 


a ad 


be glad to get you the edditional Slips on that, wisch 1 
Sm sure if can. [ Cannot Gite specit ic eases, (62 you chow 

we have thousands of places we do business. 

MR. CCOMMISSICNER LIPSETT: ldo not follow quite exactly 

what these slips purport to do. The instance Mr. Frawley 
gives is that this particular farmer buys from Camrose and 

he gets the same price delivered there as the Imperial would? 
If he buys from Bawlf it will cost him some more. For 
instance, Mr. Frawley just hapnened to get a 45 gallon 


drum of gasoline and cne sale, which is a small sele at 


Bawlf. But our man takes and he delivers this particular 
gasoline to that party. Now, the Bewlf price is 19.8 


and the Camrose price is 19.6. ‘Then we Sold at the Camrose 
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price but delivered at Bawlf. 
Won't the Imperial agent at Camrose do exactly the same eiariay 
No, nor any other place. That is my opinion. 

We have had a lot of evidence about free delivery? 

I know, but you are treading in another agency's territory or 
another point which they would have. 

MR. HELMAN: Perhaps I can clear this up. The 
British american have a station at Bawlf where they charge 
19.8 for their gasoline? 

Yes. 

That is right? 

Yes. 

You sold this gasoline to the man at Bawlf and delivered it 
to him at 19:6? 

Correct. 

So that he gets the benefit of .2 cents on his gasoline, 
although he lives at Bawlf where the British American have a 
station, yet they charge 19.8. That is the whole point. 
MR. COMMISSIONER LIPSETT: The point is, Mr. Helman, won't 
every dealer in vamrose do exactly the same thing? 

MRe HELLMAN: Not for the distance. If you will 
look at this you will see they won't get in on another one's 
territory, from Innisfail to Penhold, for instance. That is 
my instructions. 

MR. COMMISSIONER LIPSETT: at thés particular point where 
there is no Imperial agent at Bawlf? 

I believe the Imperial must have a place at Bawif. 

MR. HELLMAN: That is just an isolated example. 


that was picked out. But take Innisfail and Penhold. I am 


sure at . Penhold the most of the other companies have stations, 


but you find we supply it at the Innisfail price to Penhold. 
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THE CHATRMAN: You would not do it either if you 
had a station at Bawlf. ‘ 
MR. HELMAN: we could deliver it to Bawlf and 


cherse him the extra .2 cents, but we do not. You say we 
charge the same as the Imperial at Bawlf, but we do not. 

We charge him the same as we do at the point from which we 
are making the shipment but we make free delivery, which 

must go to the ultimate advantage of the consumer, us he is 
getting something cheaper. He is getting it cheaper. 

That man who lives at Bawlf, he gets it .2 cents cheaper than 


if he went to the British American who have a station tlere. 


THE CHATRMAN: You haven't a station.at Bawlf? 
MR. HETMAN;: No, we have no station. 
THE CHAIRMAN: We will assume for the moment the 


Imperial has not a station at Bawlf. What Mr. Commissioner 
Lipsett is asking you,as I understand it, is would not they 
co exactly the seme thing: 

MR. HALLMAN: a8 I understand the thing, they 


charge the tank waggon price at Bawlf for delivery in Bawlf. 


THE CHAIRMAN: ven if they have no station there? 
MR. He LMAN : Yes, The B. A. has a Station there 


and they fix the tank waggon price at that point. These are 
just examples of the different policies that ir. MacKenzie 
has built up, which is different from what the integrated 
compan.es are doing, and which is resulting in substantial, 
well, in fractional savings to the public who happen to come 
to his station. 

MR. COMMISSICNER LIPSETT: There may be a more typical and 
better example you can give us. 


MR. HELMAN: Can you pick out some places where 
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Ge A. Mackenzie. 
you have made déliveries and where the Imperial have a station? 
MR. FRAWLEY: There is one, I was coming to that. 
There is an instance of Red Deer and Eckville, which has just 
as good as any. 
MR. HARVIE: I may say for the purpose of the 
record that according to this map there is a B. A. station 
and a Lion Oils station at Bawlf. 
MR. FRAWLEY: Yes an0"it is theres ee. rad tine 
price then that he was going by at Bawlf. 
Would you mind, if it makes no difference, Mr. Frawley, 
for instance, you take at Sylvan Lake as an illustration. 
I think all the oil companies are in there, aren't they, 
the Imperial and British American, and I am not sure of 
Eekville. 
Yes. This proves your point. here is an Imperial station 
at Eckville and Red Deer. We will follow your point up. 
You go down near the bottom of the page? 
MR. HEDMAN: The eleventh from the bottom. 
MR. FRAWLEY: April 1st, No. 30276. On that 
day you sold to somebody, the Benalto Oc-Op., Randolph 
somebody, at Eekville, you sold him at Red Deer. You sold him--- 
or you sold him from Red Deer, and you sold him 225 gallons 
of Red Head gasoline and you charged 18.7 cents. 18.7 is 
the Red Deer price? 
Yes. 
We have to add to this mere invoice that your company, at 
your company's expense, delivered that gasoline to Eckville. 
That is what you say you did. You delivered it to his place 
of business at Eckville? 
Yes. 
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G. A. Mackenzie. 


THE CHAIRMAN: At the Red Deer price? 
MR. FRAWLEY: at the Red Deer price? 
Yes. 


That is important? 

NAG 

Your point is this, if that man or company, whatever it is, 
nag, gone, Toythes Imperial. O11 Company at Zexville, at its 
fickville station and had placed his order there ané@ had 
delivery made fmom the Imperial Oil station at Eekville, he 
would have paid---- 

19.1 cent. 

Because that on that day was the posted tank waggon price at 
Eekville? 

Pat 4 St ed eh te. 

Pat ES POUL eH bole upointwend seit not? 

Yes. 

MR. COMMISSIONER LIPS#TT: Is not Eckville further away 

from Calgary than Benalto’” 

MR. FRAWLEY: It is Red Deer and Eekville we 
are talking about now. 

MR. COMMISSIONER LIPSETT: Delivered where? 

MR. FRAWLEY: Mr. Mackenzie said delivered from 
Red. Deer to, bekville at the Red Deer pricé. That is yery 
important that that is the fact. Without that there is nothing 
in that isi go, is 1% not’ 

Tate SO, .vand theme i ste soliups, Gosdodieate that. 

We have to add your word to the slip. The slip itself does 
not convey that infarmation, at least unless you understand 
it petter than. do. 

Yeos,ettiere tls there... 7 The priee.) andy dhere isitheh tax 


It does not indicate delivery though? 
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G. A. ‘factenzie. 
I presume that the dealer delivered that. That is his Slipa-=- 
You"naveta poinveirohe did deliver, wvand I sugeest) with 
respect, you have no point if he did not deliver? 
I say they did deliver that because they make deliveries to 
the different points, and particularly 225 gallons. 
This is to the Benalto Co-Op? 
Yes. 
They might have a truck and come in and take delivery at your 


place? 


If you would like I can ascertain what is the fact. The agent, 


i presume, does the delivery because our man has trucks there 
for that purpose. 

MR. COMMISSTONER LIPSET?®;: He might have paid the party for 
@elivering, Tor his own work? 

MR. HELLMAN: Is it your general policy that 
these deliveries should be made at these points in accordance 
with what these individual slips show? 

This is our general policy and f£ take it for granted that 
hese are all°deliveries made. 

Your instructions are to your agents that they should make 
deliveries to these outside points at these local prices? 
That is right. 

MR. COMMISSIONER LIPSETT: Does the company allow him for 
that delivery? 

We allow him 2 cents a gallon as commission. We pay our 
agents the same as other companies do any delivery 

he gets he takes it out of his 2 cents. for instance, when 
you aré on that question, you can take Southern Alberta and 
darferent parts of Alberta. Iwas here once and I think 


it was Mr. Plotkins I heard asking what difference 2 cents 
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G. A. Mackenzie. 

or 1 cent allowance made. I believe if you follow that 
through you will find where the major oil companies made that 
allowance in their price. For instance, the price as an | 
illustration might be 14 cents, and the allowance 2 cents, 
and bringing the price down to 12 cents. That was a condition 
that was created by the jobbers in selling on a similar basis 
and then the major companies came along and met this price 
situation, which we.did, of delivery. 

MR. COMMISSIONER LIPSETT: Does not the Imperial agent get 
exactly the same commission as your agent at Red Deer gets? 

I telieve. he does. Of that I am not sure. I cannot speak 
Hor, then. 

Doesn't he make delivery also and jake -1t .outvot that 
commission? 

Mead. 

If the Benalto Creamery went into th: Imperial agent instead 
Ofp2ntTO nvoOummanechous.e in Red.Deer, would ithe not cet. sxactly 
the same service at exactly the same prime? 

No, becauss he cannot go into tne tERr iboryeas ‘Aswan yj ainemley, 
says, the Imperial has tanks and places out at Eekville and 
they would»sell at the —Eckville price. 

That assumes, which may be the case, that Benalto is in the 
Bekville territory instead of the Sylvan Lake or Red Deer 
territory* 

Upset ne Bok ydil] Guten. tony « 

THE CHAIRMAN: All we want to know is if you 
had a station at Eekville yourself would you still deliver 
from Red Deer at the Red Deer price, or would you not have 

a price at Eckville comparable with, and in fact precisely 
the same as the Imperial or the B.«4. price, as the case may be, 


if they had a station at tckville? 
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G. A. Mackenzie. 
If we had a station at Eckville we would no doubt establish 
an Eekville price. It does not necessarily follow we would 
sell at that price, on the different products. ‘Then that 
Peewee tl say, at points like that, if you would like me ts 
submit later to you---- 
PeRUbey ta Ve a station, either the B. A. or the Imperial; 
which you say may be expected to be the same where they have 
stations and you have not, you may brirg in some from some 
nearby bulk station at less, and sell it at a lesser price 
than they are selling? 
Yess 
But where you have a station and they have a station, then 
your station price will be the same as their station price 
as Lt -understénd you? 
Not always. 
Would you come in from Red Deer to Eckville as against an 
agent at Eekville of your own? 
No, but the agent at Eckville could go out against the other 
price structure of the Imperial and the B. A. 
Gan you show us an instance Like that where you have a phant 
and tie imperial or the B. A. have a station aml you are 
selling under them? 
Yes. I will be prepared to submit thoge to you later on. 
I misunderstood His Lordship wien I took these slips off 
before to establish what we did in regard to this. Now, 
then on the other I also will get the slips to show that. 
MR. HELLMAN: Unquestionably there can be no 
question it is a substantial saving to the consumer, whatever 
else it may show or may not show. It does show a saving to 


the consumer by reason of this competition. 
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G. A. Mackenzie. 

MR. COMMISSIONER LIPSETT: Take the case of the company in 
Red Deer. Take the B..i. or some other company that has a 
station in Red Deer and one at Eckville. Would not that 
particular company do exactly the same thing for the Benalto 
Company? 

THE CHAIRMAN: You are talking about delivery to 
olen Isle feren Wao 

Yes. 

To the Benalto Co-Op? 

Yes fetiiaw.is ithe mamevyiofeit. 

MR. COMMISSIONER LIPSETT: It ig not in Benalto then? 

No, it ‘is-at Eckville.- If you would like me to submit the 
Other slips,)at the-same town we operate at, I will be glad 
Goo ti be 

was tjust trying to get the point clear. 

That just happens to be the name of it. 

THE CHATRMaN: Vaan We or ever OWOr ln OF lL aio le 
actuality of competition by jobbers with major companies 

and anything you think will nelp to show that we will be 
g-ad to receive. Mr. Helman continuously makes the point 
itjiia, aisaving to the consumer. ferhaps it is.a saving te 
the consumer that the major sompanies absorb the rent. What 
I want to know is whether you have stations all together 
inethe ‘same town if it be known for you to undersell the 
major companies and you say it is and you have slips to show 
thats Geiecouldeconccive of an agent in Red Deer in order to 
get into somebody else's territory, providing it was not a 
territory of another agent of his own company, giving free 
delivery at Eckville or anywhere else, without major companies 


interfering. But I would like an instanee of where in the 
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G..A. Mackenzie. 
same town where you have a station and they have a station 
you are underselling them without taking the risk of a 
prices war. 
That 26 rieht. we will do that. 
MR. FRAWLEY: 1 nave: JUSt One Guestion a0 peck sue 
I see a slip here to show that your agent at Taber on the 
e4th of May, 1949, sold to George Webb at Retlaw 45 gallons 
of Red Head gasoline at1&.3. That certainly is the Imperial 
posted price at Taber, and 19.1 is the Imperial posted price 
at Retlaw. It is just one more of these instances. What 
happened there is that your agent at Taber sold this gasolire 
at 18.5 and your company got 18.8 and then Mr. Bulloek, your 
agent at Taber, hauled it from whatever that distance igs, 
and it looks like, perhaps. 15 or 20 miles maybe from Taber 
to Retlaw, and he delivered it to this man at Retlaw presumably 
ny UNeErTe Was seule l celivéery, end that came out of hie 2) eens 
commission? 
Yes. 
Mouweco tw Vou 8.0, So Lf there is a benefit to the consumer” 
as Nir. Heilman pointe out, it is the agent at Taber whe is 
doing it? 
Tn md, uit eno t. Did not the farmer get his gasoline at 
a cent less? 
L SseyuLtl there fs a-pengiil to the consumer, and - there woud. 
appear vo DE? 
The consumer got it. 
The consumer got it,yes, but he got it out of Bullock, the 
agent at Taber? 
Well, that is all right. It is the policy which the company 


has that the consumer gets a better price structure in that 
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way. That is not the policy of the other companies, as you 
know. It is the policy of our company. 

Let us see where it really abides. It really means Mr. 
Bulloek, we will say, wisely or foolishly feels he can haul 
it out these miles from Taber to Retlaw out of his 2 cents 
commission. He, perhaps, does not have much commission left 
and he may spend the whole 2 cents bringing it out there. 
But Bullock does the paying. The Great West Distributors 
get the 18.3 and they do not care whether Mr. Bullock trucks 
it to Timbuctoo or Retlaw, is that not so? 

He can do what he likes on that. 

MR. HiLMaN: But we get the 18.5 instead of tne 
Retlaw price. 

MR. FRAVGOBY: You have no station at Retlaw? 
All the point lI am making there is I am showing here that we 


do not follow the tank waggon established prices of the 


imperial 011 Or the British “merican Ol! - Company at dil tercns 


places in this Province. 

There are quite a few of these at Benalto and at Eekvilile 
and it does seem, Mr. MacKenzie, that all I have looked at 
are the same, the Benalto Co-Op for differant individuals 
apparently belingong tc that Co-Op. fF do not know, but I 
would like to have it explored. 

Lie pOGme LAS List. T asked them to go through it at 
random and take out some. It shows the places which the 
other companies are operating, But I will be pleased to 
supply you later if you want to put a time on it, and I will 
do that as long as it is within reason, to show that the 
same conditions exist in many places where these companies 


all operate within the same place. 


> 
et 


. wie te iar 7 
take Sete ee, Poca lay 
ae? Gila Liocs : 8 
; s "3 
sy U 1 a - ‘ -_ 
oe 7 1S) a { Be oe ; : 
- - ' 
ea 
‘ bo 
A ook 
«a 
' re a 
Ege Pm a = ae oa a sp MP 7 _ 
atari pa fall Ye at Ne Se" 
F sh . ? 4 7 
ent findqe “Yat oe has. 
ms gy % 4 ; 
re eo 


wrt ad 


‘ 
= i : bs ? 
bat 4s a woe ke ae i ke 

wu.) o oor esdal? i 
8 Hee: 3 > oe EG) ty on . , é 
= ae ies ‘ in - 
fos Baal! fade Of Mad. Of A | 
’ 
, 
sen a be, 
‘a + = 
, ' : ; 
ae Coy ; : aie Das a H i 7 : 
‘i | o | 
a ie 
oe ie ‘ nk SB pe ~ 7 
Gott ae : Pas Liat 
= a F 7 rh A 
: : | i = 
ar oe age 2 | 
2 ‘ : 
‘ a tae ew 7 
ri cess eT a ae 
. ’ oe } Le A ee 
3, : 5 
PSOE: a Basak emailer foe eo . - 
=i ABT ni 
bya ot 
Fane, i 7 ae he As a — a : 
© = . ¥ S 
} Fryer eazy , en Tts vad 9 
f - A yt i en 
te i ay i 7 ert cas . a ge iy me Lhe co 7 
Aer = t t ‘ Se eH nares, ‘ ’ a 
r- 8% f «% ae) fia) 
, 
’ is be ot ie th ue a il abate a 
- RS ag F . Rg ¥ e i 
‘ ‘ : j % wie a 
‘ 


Ry et ke 


baa GS Today: 7 ae a gaint (iti ollie 


v= 


“¢ 
: 


ti a a ioe ot Pha f 


soar ‘tei a3 


# ep 


-12,856- 
G. A. MacKenzie. 
Speaking of that, certainly I do not want to be a burdén on 
you ani I must not impose on you, but it would certainly 
help very much if you could start your staff into these 
things and get some out and, perhaps, not all you would 
like, but if you would file some, and supply them tn the 
Commission to-morrow? 
It is rather fast, but I will try and fave some for you 
to-morrow. 
The only thing is we may finish to-morrow for the present. 
Well, in case you do finish’ to-morrow, could not I submit them 
1B Ger. I would not like to say here is & point and here 
is a point , but I would like to go through our organization 


ae 


and put a fair proposition up to you and show the conditions 
which you say do not exist. 

We mist not mush you to the point of you not doing a fair job 
as far as your own company is concerned. 

What I suggest to you, Mr. Frawley, is, as His Lordship said 
the other day, there are only 16 slips presented and will you 
present some more. If I came back this afternoon I may have 
Oniy G& few but if £ come back later and put them all ian 2% 
will be more convince ing. 

MR. FRAWLEY: [am in the hands of the Commission 
enout hats . [ts Likevall the evidence, Tt is:oOf more vyelue, 
in my submission, if it hag had the benefit of an analysis 

by the experts. Sut on the other nand, we vomnet-undaly - 
press Mr. Mackenzie. 

THE CHATRMAN;: Cannot Mr. MacKenzie come in some- 
time to-morrow with what he has and then he should certainly 


be allowed to add to them whatever else he can find and, 


perhaps, do that at a later time. 
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G. a-liacKenzie. 
MR. FRAWLEY: Yell, thanks, Mr. MacKenzie. 
THE CHATRMAN: If that is acceptable to you? 


Yes. 
Yas there something else you had prepared other than to 


answer these marketing questions? 


(Page 12,858 follows.) 
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Now Mr. ilacKkenzie, was there something else you were 
asked to file? 
Well you asked me to illustrate the matter of the 
British American Oil Company whether we were free to 
purchase elsewhere up to a certain gallonage. 
Yes? 
And in doing that may I read this---- 
THE CHATRMAN: The contract went in? 
Yes, and you asked me to pick out, as to this gallonage 
all that part~--~-- 
wRe FRAWLEY: You are reading now from 
your contract with the British American which has been 
filed as an Exhibit? 
Yes. 
MRe HELA: You prepared a statement 
about it? 
Yese 
It is really a statement and you are referring to, you 
are dealing with the contract you have with the British 
American? 
Yes. 
And you are making certain observations about it? 
Yes. 
You might read it? 

RE PETROLEU: PRODUCTS ACCORDING TO OUR CONTRACT 

WITH THE BRITISH ANURICAN OIL COMPANY LIMITED 

AS PER SCHEDULE "A". 
We are attaching hereto 

list showing the various products which we have pur-~ 
chased from The British American Oil Company, Limited, 


during 1938, which totals 5,578,494 gallons. 
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We are also showing on the 
same sheet our increases on ithyl Gadde ana on Red 
Head Gasoline "Q" Brand for the Pirat dix months' 
period of this year in comparison with ene of the bus=- 
iness which we did in 1938. On lthyl Gasoline, we have 
an increase of 41.59% and on Red Head Gasoline an in- 
crease of 17.05%. The increase on both products com- 
bined totals 196,874 gallons and the percentage increase 
on both products is 20.81%. 

ia Our contract with the 
British American Oil Company Limited calls for them to 
supply to us 2,500,000 gallons of Ethyl Gasoline and Red 
Head "Q" Brand Gasoline per year. Last year on both 
these products you will note our gallonage taken from them 
was 2,459,320 gallons; and if our sales do not increase 
any greater during the balance of the year than they have 
now ~~ but we have every reason to believe they will -- 
and taking that as a figure, it would mean that beyond 
the contract which we have with the British American 
Oil Company, Limited, we would have 471,104 gallons which 
we could either place with them or with some other Company. 

Le Our ¢ontract calls for 
Tractor Gasoline and Turner Valley Gasoline but only one 
product. is now heing anrpplised TO US, thet’ is, -cimoc- vous 
contract was made, namely Turner Valley Gasoline, which 
calls for 1,500,0U0 gallons per year that they are to 
supply a use We find that in 1968 we purchased fron the 
British american Oil Company Limited 2,570,042 gallons 
which gave us an option of purchasing from them or else- 


where -- 870,542 gallons of Turner Valley Gasoline. 
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we have not taken the 
figures on the Turner Vailey Gasoline for this year 
but we expect we will have at least -- 1,500,000 ada- 
ditional gallons to place with the British American Oil 
Company, Limited, or with some other Company beyond our 
contract. 

Oe On the other fuels set 
forth in our contract, we also believe that additional 
gallonage beyond that as agreed to be supplied to us 
will be approximately on the same basis. 

Now I might mention un- 
less you want me to read this, that I have shown the 
different values which we purchased from them last year 
and how we have arrived at this. 

I think we might file that as a memorandum dealing with 


that particular point? 
(STATEMENT PRODUCLD BY WIT 
NESS HERE wWARKED AS 
EXHIBIT "563"). 
wke HIMAN;: That is all them except the 
answers to the questions, of Dr. Frey. 
Re FRAWLEY: Have you a statement now 
showing the physical set-up of your company, number of 


stations and so on and the amount of gallonage? 


Yes we have all that here. 
You have put that all into one memorandum? 


Yes, I have answered his questions. 


THE CHATRWAN; Just a moment.,. Exhibit 


"565" might be entitlec what? 


MRe FRAWLEY: Statement concerning the 


products according to the Great West contract with the 
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British American Oil,Company, Limited. I suppose it 


might be called a memorandum with respect tc the 
limitations on the contract between the Great West and 


the British American Oil Company? 


WITNESS: That is the whole thing. 
MR. FRAWLEY: Now ir» MacKenzie produces 


in answer to my questionnaire to him « statement show- 
ing the physical set-up of his company and the gallonage 
in 1960, he supplies a statement showing the office 
buildings, where the main stations are, the number of 
bulk stations, 99, the numer of warehouse agencies 41, 
number of company owned service stations 14, and sn on, 
as appears on the statement; he aiso attaches to this 
statement a statement showing the sales of the principal 
Procuct se 11956 ,eacsoline 5,064,882 eailons: Turner 


Valley Naphtha, refined oil, distillate and so. 


THE CHAIRMAN: The physcial assets, and 
sales. 
MRe FRAWLEY: Physical. assets, sales 


and seasonable trends of white products as it is called, 
showing for example that in the month of September his 
company sold 14.09% and in October 12.26% as against 
what example in January 2.56%. 
THE CHALIUAN: ALL yea er, Oonet uwi Ly 0S 
PXnLDLG UOC, 
(STaATHUENT PRODUCED BY THE 
WITNESS HURB maAnntD AS 
EXHIBIT "“564"). 
MR. FRAWLEY: Now ire MacKenzie, did you 


give assistance in the financing of trucks of commission 
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agent 8? 
Do you want me to read this answer. 
Yes, read if it you have prepared an answer? 
YeSeo 

We have only a few in- 
stances where agents require assistance and when this 
is required we advance not more than 25% of the cash 
payment as against the value of the truck in our opinion 
and the payments extending over a period of 12 months. 
Now that is what I mean, the value of the truck, we will 
have a man value that truck. 
And that is the way you do it? 
That is the way we do that. 
THH CilATRiuAN: Are you filing that? 
MRe FRAWLY: I do not think so, lir. 
Chairman. I would be glad to file it. What iir. Mackenzie 
has done with the questionnaire, he has set down the 
question and the answer. It certainlyc-=- 
THs CHA TRMAN ; Why not file it and then go 
through it and examine upon it. 
MR. FRAWLEY: All right. 

(STAT MuENT PRODUCED BY THE 

WITNESS HLURB MARKED AS 

PRE BI TOM OG ON) 
WRe FRAWLEY: Now Exhibit "565" could be 
described, lir. Chairman, as the answers to the questions 
submitted by me to iire liackKenzie at the suggestion of Dr. 
Frey- 
Well that first one has been disposed of- Now what arrange~ 
ment hag your company for handling commercial consumer 


accounts, does it lend equipment; on what basis are prices 
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established to commercial consumers? 

We do not loan equipment but make an allowance of 1 cent 
per gallon below our established tank waggon price. 

Now let me ask you, i:r. MacKenzie, you feel it is right 
and proper to allow these commercial consumers 100% tank 
waggon price, the same as you charge the retailers? 

If they have their own equipment, yes; they have the in-= 
yestment in it end establish their pumps and their tanks 
and take in quantities of that nature. 

Then you say it does not matter whether they are a cons 
sumer or whether they are retailing as a means of live~ 
lihood, that does notmake any difference to you? 

No. 

You do not give it to them, to be used by them, by loan- 
ing them equipment cr selling them equipment below cost 
or anything like that? 

No we do not dc that. 

You do sell equipment, do you not? 

Yese 

But you say you are paid in the ordinary way, it is a 
strict business proposition with you, that when you 

sell equipment to a commercial consumer? 

We sell it and if they do not pay us cash for it we 
take a lien note on the equipment. 

You lose the account pretty well, you feel you have no 
hold on the account after the last payment is completed? 
Trat is right. 

Now what is the answer of your company to the question, 
what is the attitude of your company towards the steel 


barrel situation, does it have any suggestion concerning 
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the solution of that problem? 
A Well I have made an answer to that and I am going to read. 


it and I was thinking afterwards that I should have gone 
SeLittie, further abut, 1 will read this. 

It is our opinion that 
steel barrels should be sold to the purchaser at a nom« 
inal figure of say ©4.00 each, that is, steel barrels 
which the oil companies now have on hand that are in 
good condition and that thereafter, the purchasers of 
petroleum products should obtain their own steel barrels. 

Our reason for this is that 
so many of the consumers or others use our barrels and 
also other companies' barrels in taking their products 
from Montana. 

My reason for suggesting 
a price of $4.00 is on account of the necessity of 
greatly depreciating drums from our financial statement 
and the recovery of that price as suggested would go a 
long way in straightening up the situation and also 
more products would be used from Alberta and not taken 
from i:ontana -« 

In reality the Company 
would not realize more than 46.50 for each steel barrel 
on this basis as it would cost approximately 50 cents 
per barrel to have it picked up so same could be re~sold. 
Now have you anything to adé to that«--- 

THs CHA TWwiAN: You say you should have 
gone further, what do you mean by that? 
A Well I might have gone further than that and say well 


here even if that was done, that the oil companies might 
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e 
give to the man that we have divorced our capital invest- 
ment from, some consideration in having his own equip- 
ment in the way of a price structure. 

Q wRe HELLMAN; You mean you would give 
the man who owns his own drums a discount? 

A An advantage of some nature for that investment. I 


might say, your Lordship, that the point that I was try- 
ing to do was this, we may have drums at one place and 
other companies have the sare; well then the man will 
come and he will take our drums or take any person's 
drums and he goes over to hiontana, he might pick up 
crude oil or different commodities that are not clean 
but are dirty and when you pick up your own drums, it 

is of very little value to you until you go to the ex- 
pense of steaming it and when that is done again and 

put on the farm, it is again picked up and taken and 
none of these people have very little capital expen- 
ditures put into that and nothing has been done about 
it. J have taken the matter up myself with the oil com- 
panies and suggested a proposition of this nature to 
them and I think something along that line would be agree- 
able but I do not know, they seem to be afraid to act or 
do anything on it and it would greatly, if an arrangenent 
of that kind were done where the man owned his own drums 
and he knew it was his, he is not going over to Montana 
and other places for his products because the other man 
is not generally going to lend his drum unless they get 
together in a community and pick sufficient drums up to 


take over. 


MR. FRAWLGY: ALL right, now tir. Mackenzie=--= 
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Q MAJOR LIPSETT;: You think perhaps the 


farmer, if you were charging %4.00 for the drum that 
he should be allowed to pay for it out of his gasoline 
in the same way that a man repays for a pump? 

A Well it might be worked out, We would be agreeable to 
something along that line. We would eccount for the 
drums and understand we would take quite a loss, I be- 
ligge the cost of a galvenized drum is about 98.40 in 

Calgary today. well that was the price until there 

was a company in tastern Canada came in, made a rail 
and lake shipment and I believe the cost has got down a 
little less than that. Now in the first place, take 

our own statement of last year, we have a depreciation 
of over ©52,000 that we have depreciated on drums, try- 
ing to account for things of this kind and no doubt the 
other oil companies are in the Same position, so the 

idea of selling 8 drum at this =rice is really a bargain 
to the farmer to buy it or really any consumer. 

Q MRe FRAWLEY: bir. MacKenzie, what is your 
company's estimate per gallon of tank truck haulage, 
both long and short haul, assuming long haul te be more 


tha 50 miles? 


A Well taking Red Deer as an illustration--- 

Q wiite FRAWLEY: Taking Didsbury as an il- 
lustration? | 

A Taking Didsbury as an illustration which is 4& miles 


from Calgary, our cost of handling one gallon is 1.44 
cents, On a long haul as from Calgary to ndnonton which 


ig 194 miles our cost is 2-81 cents per gallon. The 
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above rates are that which we pay to contract truckers; 
by using our own equipment the approximate prices 
would apply as to Didabury 61.30; Edmonton $2.53. 

I am taking the difference 
between the contract price and what our own cost would 
bes 
Elaborate on third party leases, the number, rents paid 
and rents received; also same for company's licenses; 
what is the advantage to the company of third party and 
cross Loases, What is the advantage to the dsaler; is 
not the principal reason for either to keep out com- 
petitors, and your answer is? 

We ao not believe we have outlets on this basis. if 
we have we shall be vleased tc advise you later. We 
could not find any. 

You do not own any service stations? 

Oh yese 

Well then those that you own you operate simply through 
Salaried empioyecs? 

Possibly I did not understand the question clearly then. 
I will ask you then, just forget about the question? 
Yes« 

I will examine on it, you do operate service stations 
and how do you operate them? 


Well some of the stations we charge a nominal rent per 


month. 


That is as between you and the operator? 


Yese 


But as between you and the owner you have to pay real 


rent I suppose? 
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A Well the owner, we rent some stations from the owners, 
Yes. 

Q That is what I want, lir. MacKenzie and would you be 
good enough to prepare a schedule showing the stations--- 

A I misunderstood the question. 

Q, The stations that you onerate, whet you pay the owner 


and what you get and what the difference is? 

A That is right. 

Q I will ask you now about ite Assuming in some instance 
we will find that you are paying more out to the owner 
than you are getting from the operator? 

A Yes. 


You regard that as good business? 


D 


A We do where we have instances of that kind on account 
of the volume of business we obtain from the station. 

Q Then you regard that difference between what you have 
to pay out and what you get from your operator as a 
marketing expense? 

A Yese 

) You do not think that you are maintaining unnecessary 
duplication of service stations by that practice? 

A I do not think so, 

If you did not do that what would happen, if you in-+ 


a 
& 


sisted, in other words, on collecting frcm these op~ 
erators a full amount and maybe so..ething more, putting 
yourself in the position of a landlord? 

A We have to take into consideration what we figure it 
would cost us approximately, the capital investment in 
the station and we naturally have to have outlets for 


our products and we figure on,approximately on a basis 
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of that nature. 

Yes, to what extent does your company finance dealers 
who do not rent property owned stations, in other words 
Just the ordinary dealer, just the ordinary place where 
you have an account, a garage or some place to handle 
your products, do you go there and give him money to 
paint up his premises? 

Very seldom that is done with us. 

How much money have you got unpaid for that, do you 
think? 

I would have to look that up- The only thing we would 
finance dealers would be with pump equipment. 

Yes. 

We would not finance dealers otherwise. 

You would not for the sake of giving a man, would not 
modernize the station sometines to give him a better 
outlook? 

We have done that. 

Without charging the dealer? 

But as I understand the Act now, we cannot do that and 
since that time we have discontinued that kind of op- 
eration. 

Apart from the Act what are your views about that, do 
you think an oil company should be permitted to spend 
money on an account, no ownership interest at all, just 
on an account of modernizing a station, cleaning it up, 
perhaps renovating it and so on? 

No, my opinion is that it should be charged to the 
party if he wants it done. 


Does your company have any plan for annuities, insurance 
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or sick benefits for employees, if so the extent to 
which these are developed? 

We pay full salary to anyone in our employ who has been 
with us for one year, for a period of six months should 
they be sick» Up to a period prior to a year, we have 
always so far paid them their full salary until they re- 
turned to work. That is as far as we have gone on that. 
We have not done anything else. 

Now the next question is, you have no service station 
supervisor? 

WO, we do not have any service station supervisors but 
our auditors look after this when on the territory. 

Do those auditors then, in case they may be discharging 
these duties, do they interfere at all with the in- 
dependent operation of the dealer? 

Oh no, no» 

The next question you see, the next question, it deals 
with the item of publicity, local and dealer service, 

in the Texaco Company's statements it showed they spent 
Pied? wea eee End in L966, 62,406.00). you have go 
answer to make about it? 

Wo sir, we are not familiar with this question. 

What would be the idea of your company in the natter of 
absorbing all rents and taxes of the service station 
operator, that is, making the company nothing but land- 
ERap alegre 

Well it is necessary to have a minimum return on capital 
invested. Unless this was done, we are of the opinion 
that the agent in the station would pay little attention 


to looking after the property properly, that is what IL 
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wy doe 
have answered to that. 

Q You do not think in the oil business you should takes the 
same position as the man who rents a house to a man tn 
Live in? 

A NOe 

Q Now what is the answer of your company towards fixing 
the dealer margin and Ite yOu think 2t shouldsbe Lixed| 
then what margin? 

A We*ere ou in Tayour of Lixing a dealer margin for re= 
tail pump outlets but suggest the price we sell at to 
the dealer and he should be free to sell at whatever 
price he desires. 

Q, Now thas is still decling with dealer margins. IE want 
to call your attention just briefly to a schedule in 
the Texas case where they set out a number of dealer 
margins and which indicates thet the margin for instance 
in Chicagowhere the gallonage must be enormous is 5.3 
Gents as against the Ualgary margin of 4 cents, as Mr. 
Meltabarger has it, but it is really 4% cents, that is 
perhaps as good an example as any, butte, iontana,d5.4, 
los Angeles 4.8, as against our 43, with those figures 
in mind, what explanation have you to offer for this 
deviation? 

A That the margin is smaller here. 

GQ Yes, that the margin would appear to be smaller here? 

A We have a small territory that we operate in, not so 
many motorists and squipment and therefore our com- 
petition is much *eener here,» 

Q Yes. Have you any credit card service? 

A No we have not. 


Are your commission rates to bulk plant operators the 
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Le 
same, over the last page, are your commission rates 
to bulk plant operators the same and if not, why not? 

A All but service station operators receive the same com- 
INission, but where an agent operates his own truck he 
receives a further commission depending entirely on 
his volume as he obtains the products from our plant 
eng saves us the additional expense of delivery, 

Q Does your company feel that distribution of gascline 
through service stations is sufficiently adequate to 
justify no further licenses by the Province? 

A We believe that for better service for the consumers and 
for increased gallonage in the Province, the number uf 
outlets should not be limited. 

MRe FRAWLAY: That is right,. thank. you 
very much, tire Mackeng ie- 

TH CHA Ita : What about undivided deal- 
ers? 

Q MRe FRAWLEY: what are your views as to 
the propriety of these contracts of giving a man who is 
an undivided dealer a special discount of 1 cent? 

A That is where the Cae 1S handling one product. 

Q One product, che company's product alone. You, I,suppose 
follow that practice like the rest of then? 

A Yes, but we have the contract, that, we do not follow 
that altogether, if a man has a pump account we will 
allow a cent off. He doesn't have to be 100% to use. 

Q That is very interesting. 

THE CHAIRMAN ; Yes. 
Q MR. FRAWLEY: IT was told that that was so 


but you are the first man who has ever made a plain 
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statement upon it, certainly under oath in the witness 
box, you say, well take one in the City of Calgary to 
be concrete which was mentioned before, the iaclin 
Motors? 

Yes. 

Has a garage? 

Yese 

With curb pumps? 

Yes. 

And you have some of them? 

Yes. 

But you have not got them all? 

NO. 

Maclin »siotors pays you for Red Head Gasoline then in 
the City of Calgary 16% cents less 1, 154 cents? 
Correct. We will sell to anybody in Calgary on that 
dasise 

You say you would? 

Yes, we would, thet has pumps. 

Let us assume, and I think it is so, that the imperial 
also has a pump at that outlet? 

Yes. 

Do you, I suppose you do unt know, do you know whether 
or not the Imperial charges that account 16; cents for 
Three-Star or 153? 

Well I know Mr. McCullough but 1 do not know what wr. 
MeCullough is buying at but I would imagine he is 
getting the extra cent. 

You see that is as I recall now, that that is the sug- 


gestion that I made to the major companies in a way 
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perhaps, just as a suggestion, I am not sure whether 

I did or not, but anyway you say that is your practice 
and you would think , you would be surprised if a man 
who is getting 153 cents from you was-paying 164 

cents to the Imperial or the British American or who- 
ever had the other outlets? 

Yes, and I will go further, I think there are, I think 
through our basis or policy on that it is another il- 
Lustration where the jobber makes the major oil com- 
panies do that very same thing as time goes on. 

That means of course there is no weapon, you do not 
hold any weapon over the dealer to get his account 
wholly into your hands? 

Well we will make a contract with the dealer and for 
instance we supply him equipment and otherwise and we 
say "Here now in consideration of us doing these things 
of course you agree to give us your business and we will 
give you a cent a gailon below the established tank wag= 
gon price’, but those dealers come along and this thing 
gets paid up and everybody solicits him for it but it 
has been the policy and still is of course from any of 
the companies to have an extension: of that contract 
which in many instances, if the dealer does not advise 
the oil company, then that contract automatically goes, 
oh,possibly for another five years, which the dealer 

has forgotten avout and naturally the oil companies 

try to hold them to that and that is the idea of try 
ing to get additional sales but with us we do not follow 
that policy very muche 


T see there are some new electric pumps going in there 
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Bas: 
at the Maclin, marked "Ked Head"? 

A Yes. 

Q You are not giving them those pumps? 

A No sir, they never even asked us for anything. 

Q, You are selling them those punps? 

A No we are not- He is buying them direct I believe 
from the Wayne people who manufactures the pump. 

a And he owns them? 

A That is my understanding. 

Q, So that he can take out the Red Head sign and put in 
Three-Star? 

A Yese 


Q Any time he likes? 

A Yes, we have no contract with the Maclin iKotors at all. 
We have supplied them with gasoline for a number of 
years and the account has been very satisfactory to us 

and it has gone one 

Q And that goes for ali dealers, so that frankly we can 
take it plainly that the divided and undivided dealers 
get the A. Be A. price from you? 

3b They will. 

Q And do? 

A Yes. 

re THE CHAIRMAN: Get what price? 

A The Ae Be Ac? 

The A.» Be Ae, what is that? 

WR. FRAWLEY: What does A. Be A- mean? 


- © © 


Tt is a contract as made between the oil companies and 
the dealers and it is a contract for all his products 


and he receives 1 cent a gallon below. 
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MRe HiLiiAN: Authorized Buyer's 4Agree- 
ment . 
MKe FRAWLEY: Yes, Authorized Buyer's 


Agreement» He is authorized to buy the company's 
products, but you go a little further than that? 

I have read of some of the other companies! contracts 
and they go and say "Buy this", "You buy your products 
on this contract and we wiil give you a further cent", 
"You buy tractor fuel from me on ‘this contract and we 
will give you a further cent", the same as on gasoline 
but we of course will not do that but we will take the 
open market on it and decide as to what we will do or 


whatever is best. They both have their advantages. 


MUNROE: way I ask a question. 
MR. FRAWLEY: YeSe 
MUNROE: Mr» MacKenzie, I would 


like to ask a question.- 


THE CHATRMAN: ; Who is this. 
Min. FRAWLEY: MY>s pUnroOec. 
MRe MUNROE: What is the reason for 


your increase in leaded products or "Q" Brand Gasoline 
last year over 1937, what would you say was the reason 


for this increase? 


Well I presume you had a general increase in the Province 


and high pressure engines coming in-=-- 
Well do you think ithas anything to do with the price 
being cut on Three-Star Gasoline early last Spring, a 
year ago , did that have anything to do with it? 

I do not think so0, NO’ 


You figure that it is just the high pressure engines 
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coming in? 

ra) Well for instance we market our products, are we not, 
you are not sitting down, but you go ahead on it and 
naturally weare going to go out and try and obtain 
business and create it. It is a hard question for me 
to says I have not seen the gallonage from the Pro- 
vincial Government as to what the general increase is 


in the Province or anything. 


(Go. to number 12,878 ©) 
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Q I notice that your increase, your big increase was the 
"Q" Brand gasoline over what it was a year ago, or that 


18 two years ago, 1937? 


A Yes. 
Q And I would like to know whether it was because of the 
price on 3 Star and other leaded products, or do you 


think that it is just that the public wants more leaded 


products? 

A No, I think as far as our experience goes, from my 
experience in the oil business - are you an oil man? 
Mi. FRAWLEY: The Munro Refinery? 

A Peaidg not know him. It hes been thet there have been so 


many of these products of so-called good products that 
are not economically so good vaiue for the farmers to use 
in that much of their equipment and through our stations 
andethrough our plants we are trying to go out and get a 
DeTAererucielror these people which I believe is a more 


economical fuel. 


q You think the public likes it at that price spread between 
the price of ordinary White gasoline compared with........? 
A For instance, you are in the oil business yourself, and you 


know from your experience - I am not asking you a question 
but I am zwiving this as an illustration - you know people 
come to you and say "How chean can you sell us something -* 
and those people come to you and in our experience iT GiLe 
oil business they take a product from the refinery and 

they go to the man on the farm and they gell 2G voenim 

and say "This is as good as Red Head" or something else, 


but unfortunately when the farmer comes to using these, 
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Tam not referring to your product, but these cheaper 
products, he becomes dissatisfied with it. Iv is net 
good fuel and something should be done to prevent that 
kind of thing. We are trying to build up -the confidence 
Jf the people in the products that we sell. Possibly 
our increases in sales of these commodities is much 
larger tham anyone else's in Alberta. 

You know there is an increase in this kind of fuel@? 

MR. FRAWLEY: What Mr. Munro needs 

is an Ethyl contract? 

eS. 

MR. MUNRO: That is the point I was 
trying to bring out is that the oil companies have shown 
a tremendous increase in the sales of Ethylized products? 
fishes 

During the last few years? 

Yes. 

And I was wondering whether you felt that the cause of 
this increase -wes due to the fact that the major 
companies took the price say of their 3 Star down to 
within very close to their thite gasoline, and the people 
figured that they might as well go ahead and buy that 
gasoline? I was wondering if that is the way that most 
of your customers looked at it too? 

IT donot think so, Mr. Munro. That is my opinion of it. 
You Know as a refinery man and a marke ter of petroleum 
products that you cannot go to work and take heavy 
distillate and absorption gasoline and maybe both of them 


products is White, and say. it is just as good as MackKanzie 
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G. A. MacKenzie 


a be 


is selling and you put those two out in the sun for @4 
while and the heavy ends go to the bottom and the biegnt 
ends come to the top, and unless the farmer keeps dumping 
his drum over, he gets an unsatisfactory fuel. I think 
the farmers have had a lot of that and that is one of the 
points that we are trying to do is to keep up the quality 
of our products. If a man comes to us and wants to buy 
we will say there is absorption gasoline and tractor fuel 
and if he wants to mix them, he can do ahead and do it, 
Putjwemvel) him to do it°himseld., 

We will take Premier gasoline four years ago, and was it 
not a. product of that nature? 

Of what ee 

It was not.so much absorption naphtha and so much Diesel 
fue he 

You are talking about, the Imperial Oil's Premier? 

Veo Me istedidealot conten, eny Dthyi. fluid at, that. tamer 
Three or four years ago’ 

Yes; until they changed the name to 3 Star? 

Tr cannot. speak fmm memory. 


MR. FRAWLEY: - Premier gasoline is still 


MR. MUNRO; 
made but it does not contain Ethyl fluid. 


MR. MUNRO: The le the old Premier 
before they brought out the 3 Star. 

MR. FRAWLEY: Yes? 

The Imperial can manufacture better White gasoline than 
what they are manufacturing today, but they are encouraging 


more of these Ethylized products today than what they did 


before. 
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MR. FRAWLEY: Just so you will be sure 

on that, they do make Premier gasoline but nobody knows 
about it. They make it for a special market. 

MR. MUNRO: Is the Premier gasoline 

that they make today whet they made two or three years ago? 


MER. FRAWLEY ¢ Yes, They have three or 


four customers for it. But your point is fat they are 
pushing the =thylized products? 

MR. MUNRO: Yes. 

THE CHAIRMAN: What Were you saying about 
mixing that should be stopped? Just enlargeon that, if 
you please? 

A lot of people whom we call peddlers. 

MR. HALMAN: Different from jobbers. 
Might go to Turner Valley as an illustration and they 

may buy some heavy distillate and they may buy some naphtha 
and they will mix these two products together and take and 
sell them to the farmer as a good gasoline or something 
of thet nature, and as these are held in a container for 
some time, the heavy ends go to the bottom and the light 


ends come to the top. Another thing, may I suggest, My Lord, 


ies LL JAS ges oud we bads oie 


How do you go about stopping that, by standardization? 


Standardization. 


A minimum of the octane. What would be your solution? 


Octane of a definite defined specification. Im another 


instance a man might come along from Montana and he will 


take a cheap white gasoline over and he will truck it into 


Alberta and dye does not cost much money and he can get a 
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red color or a green color, standard gasoline today 

is more or less recognized as green, and so this man 
comes and he says "I will sell you a green gasoline at 
so much," and the farmer or dealer thinks he is getting 
g00d gasoline, first gtade gasoline, and instead of that 
he is. not, 

That is what I thought you meant? 


Yes. 


That comes down to this that you believe there should be 


Government intervention setting up standards? 


T° aGN 


That is a minimum, to comply with the minimum spedifications, 


and let competition as between individusl companies have its 
sway over end above that minimum? 

Ness s ey eerie. oF that It welliebe protected, 
Absolutely I favor that. 

It is interesting to have your views and I meant to ask 
tue “Liness Doty as to thet but I did not. Is he in the 


city, do you know? 


MR. FRAWLEY: Yes, I imagine he still is. 
THE CHAIRMAN: I would like to have his 


views on that before he leaves for California. He is a 


man of some experience. 


MR, FRAWLEY: Yes. 


TH? CHATRMAN: Anything Turtiver Tron 


Mr. MacKenzie? 


FRAWI How wie Ss ali. 


Ly a 


MR. 


THT CHAIRMAN: Any cuestions, gentlemen’ 


That will be all, thank you, Mir. MacKenzie. You are going 
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to bring back something tomorrow? 
Yes. 

: JOHN LESLIE MUNRO, recalled, 
testified as follows: 
MR. FRAWLEY: Mr. Munro, you gave evidence 
before this Commission already when we were discussing 
the matter of the Royalite pipe-line rate? 
yes. 
50 that you are still under oath. You do not need to be 
sworn again? 
Yes. 
You are here today to present a statement on behalf of 
your company on refining conditions and marketing conditions 
insofar as they affect your company? 
Wess 


Is this the brief which you have prepared to submit to the 


Commission? 


Yes. 
(DOCUMENT IN QU"STION IS NOV 
MARKED EXHIBIT "566") 

THE CHATRMAN : What is the name of your 


refinery again, Mr.Munro? 
The Monarch Refinery. 
MR. FRAWLEY: Yee, Mr. Munro, 1 think 
you had just better proceed and read your brief and there 
may be some questions arising out Ob) tivlns 

TETRA-ETHYL LAD. 

Ethyl fluid is to be available 

in any quantity to independent refiners for the manufacture 
of non-knock gasolines, which could be sold under Indernend-= 


ents own name, or if scld to dealers and jobbers they in turn 
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be free to place their own trade name on same. 

Indevendent Refiners should 
be permitted to use as much or little Hthyl fluid as they 
Fequire. 

The rules and regulations for 
handling same, both in manufacturing and in sales, in order 
to guard the public safety, should be laid down by the 
Alberta Government, 

LUM Syproquck 16 men 
available to Independents, same should be barred from sale 
if) Unis province, either in fluid form or gasoline. 

ihe reason Hihyl Fluid snowle 
be available to all refiners, is that the major companies 
are the only ones manufacturing Leaded products, and the 

major companies will not sell their leaded products to 
Independent refiners at a price where Independents can compete 
and make a profit against Montana leaded products. 
That is both leaded products and cracked products, that 
should be there. 

The Independents are compelled 
to sell their gasoline at greatly reduced prices, whereas 
otherwise a few drops of Ethyl to the barrel of gasoline would 
enable the Independent to receive from four to six cents per 
gallon over the straight-run gasoline. 

On the other hand at the 
present time, thousands of barrels annually are coming into 
the province from Montana to supply the Independent market. 
This situation is not only affecting the Independent Refiner, 


but is also doing the Turner Valley crude producer out of 
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selling thousands of barrels of crude. In view of this 
Situation, it is possible for the major companies to cut the 
price of leaded products to such an extent, that it would 

be an impossibility for the independent to compete with 
straight-run gasoline. 

Only refiners should be ellowed 
tO use Uthyl Lead, due to the fact of the dangerous condition 
surrounding it, and in view of this the Provincial Government 
should set forth reasonable regulations concerning same. All 
r finers should be able to purchase Ethyl fluid at the same 
prices as major comnanies, in any quantity from one gallon to 
whatever amount they require. Storage facilities in Calgary 
should be set_up to enable this. 

We do mot Teal that the 
people of Alberta should be dictated to by the Ethyl Corporetion 
or the United States Government in the handling of Ethyl 
fluid, and that the small independent refinery should be 
allowed to blend Ethyl fluid with gasoline without being 
required to instal elaborate equipment to handle same, as there 
ig no reason why the small refiner could not take a smail 
amount of Ethyl fluid, draw it through a circulating line and 
circulate it just as safely as can be done by the elaborate 
set-up that is now demanded by the Ttny COrporavion.. Et vie 
above mentioned cannot be complied with, then the price of 
Ethyl sausoline ar gasoline containing ming. Pluid,. should) os 
increased in price another four cents ver gallon or else 
barred completely for sale in Alberta. 

I might say here that I made moat of this up before: the 


Commission began to sit, but I will read it all over egain 


if you wish. 
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THE CHATRMAN:- If you please. 
TURNER VALLEY CRUDE. 

Crude from Turner Valley 
should be available to all independent refiners in any quan- 
tity of average crude at field prices, without being under 
contract, and be abl- to take delivery of same at the well 
headpir desired or ,at ithe Royalite (Oil Pipe-Line at Calgary. 
All companies should be compelled to nay posted field prices 
and be able to take of this commodity at any time during 
the twenty-four hours providing a notice is giv:n in advance 
Of CwOThoOuUrs prévious to start hauling. 

The reason we should have 
eruce ironeiucrer Velley, is because at the present Time 
there are only two or three wells that are not owned or 
controlled by the major commanies, and these few wells being 
under proration make their allowable, less than the indenendents 
requirements. 
Ltbelteve that isidown to 1.9 I said two or three wells; but 
Libelteve *theretis only one that is not contracted “for or 
Wee. & Lewes NOL Sure about that so I just put two or three. 
MR. FRAWLEY: Yell, no, not very many anyway. 
The reason that the independent is unable to cortract, is 
because their requirements vary, and at certain times of 
the year the demend is greater than others, also at times 
requirements are practically nil. The reason that re cannot 
take delivery of crude from the Royalite Pine-line, is because 
they do not load anything but tank-cars, which would run the 
cost of erude nuch ee owing to the fact that there would 


be two freight rates, the pipe-line rate, and. also the Railway 
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Tonk-ccr rate for a short haul. If the Royalite would 

load tank-trucks at pipe-line destination at any time, this 
would sreatly simplif:- matters. If we could take delivery at 
the well~head of what we figure is of an average crude et any 
time during the night or day quantities guaged by Government 
stamped tank-trucks, it would mean that it could be handled 

by one handling charge. 

The reason why all refiners 
should pay posted field prices is because we feel that there 
is 4 possibility of some refineries cutting the prices of 
their finished products on account of teing able to buy 
crude ate reduced prices. 

All eruds of 46 gravity should 
not exceed #1.00 per barrel in order to compete against 
Toreien crude Coming into the province. 

In view of this situation 
it should be ruled that no crude producer shall give a bonus 
of free crude or discounts of any nature in order to sub- 
Stitute, ee price reduction. 

MR. FRAWLEY: Before you leave that 
questicn of crude, you wrote this some time apor 

Yes. 

Are you not aware that the :ublic Utilities Board in 
pursuance of a recommendation of this Commission has 
fixed a rate for loading into tank trucks, and have you 
approached the Royalite recently? 

No, we have not approached them on crude from this end, 


but I have never heard that they built up facilities to 


Voad tenk trucks, 
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You hed not heard that? 

No. It was advised by the Commission that the Board 

of Public Utilitics set up these but I have never heard 
thet it has been done. 

Perhaps they have not had anyone epprosch them for loading 
into tank trucks. Where do you get your crude now then? 
Well, we have got some from the Netional Pete and also 
from the Royalite Sterling Pacific wells in Turner Valiey. 
Bor LGC ? 

Yes. 

Direct from the Sterling Pacific wells? 

Well, it*rs*the tank-farnm. 

YOuUstrUCcK Myin irom there yourself? 

Yes. 

De»you find that more convenient than if you took it 

av tugs endyirom the pipe-line? 

I think it would be more convenient with the rates that 
are in effect if we could get our crude at this end. 
Psat, net) ostter. that.you should s0.t0 this end of the 
pipe-line and take the posted field price plus 9%¢ and 
plus 24¢ loading charge, than to go to the Sterling Pacific 
tank farm in Turner Valley and truck it in yourself? 
Well. if we could get the crude from this end that is 
economical to run through our plant. 

LT SOG YOU TY erie aera 
Last year the pipe-line crude was much lower. I have 

heard it is a higher gravity right now than it was last year. 


What gravity do you get when you went to the Sterling 


Pacific tank farm’ 
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I believe it was 47 PTOVIty. 

And when you got it from the National Pete, what gravity 
was that? 

Liehink.it was ebout 45 or 44, 

THE CHAIRMAN: what gravity do you want? 
I would like to set somewhere between 44 and 48 eravity 
if we could get it without paying too big a premium 

for it. It depends entirely on the recovery we can get 
from tbat. crude. 
® 

MR. COMMISSIONER LIPSETT: “Vould not the pipe-linerun 

be aulirieht) tor ~vyou? 

Vell, the way it wes last Fall we enquired and there was 

not really a very great recovery of sasoline from the 

pipe-line run of crude. I believe it was around 42 gravity. 

MR. FRAWLEY: wre youno tT Bll right tp you 

stay with the Sterling Pacific, if you get the privilege 

to geo ltoe their tenk Tarm’et Turner Valley and Duy 10% 

Well, that we find is a blended crude and is also very 

light naphtha, even lighter than the ordinary naphtha. 

twee oe progucu. icv 28 nou oruder 

No, it is crude, but it appears to be spiked with absorption 
naphtha and that appears to bring it up toaround 47 or 48 gravity. 
T believe it is nothing more than 42 gravity crude. 

Do ‘you nay for it on the basis of crude, as though it were crude 
Yeo. I would not be sure about thst. I think we do. 

What gravity did you say again? 

I think it was about 47 gravity. 

What do you pay 41.28% 


NO. 1+ 1s more than that. IT would not say just what’ the price 


a c- oi. 
F : . & ae =e : ey ~ 


S = 


. pyaenoee Ch exe, th ovabiogl, 3 fe 


By | ha ee 


ehtrare dest’ SPO ssmaotes ait oT it bias tt 209 DO¥. Ame 


oi oa) i Ws Shee ; rae oe ; mn at scales ewe .. 7 
- 


i 


dd 70. ce Jvode B5%. 2h eatale i A i 


° ies tsi amd Teh Rar aes eee nD 
’ ey a rar i ie ‘ A i 


Ss 
,: . th rie ah A ibd 
tour voy of yetvews gent , alle inked EP 
2 
SOM SOE dar oe vite bh esis tnd pink dcosebgrac® ean) a jombt Diyon- I / 
ee et eee el ls tua. bkeno. ered 
angen ihe pee ‘mache twos) # Jk $y0, bio ened . 
. ohn eiyt® oa: ; 2 ro} ‘ a 
a ee A ee tie pa ar 
ia ; aoe - o ' i aia a hs aqed' f at hp het j 
(i " ee me t Po) aot 
MES eon rc! i 7 Ry 
ee We o P PLUG 1 ’ @ res 
e a 
e 
wit ton 64 an OS ik Meds Feary 3h a 
Seu eee gee eee tuo. 30 Satan kip age | 
Bh a en he ae i ae : 
F oo ove Liat gest vee ¢ - yer fir ea; ,14ae A a 
Cee raion 
ae oe ; 7 
Resa Ue PS Sted Cee ae ae 
evince?” awh igen” bo Yeovones Soars Vy ‘S 2 ae et PRE 7 
Fi Pte eee i Pah 
ae setet aie i bn amet ok : se a ‘ " ~ rim 2 
ae tos ff eyelled I --yanuts ‘Fr es ond tougtg : 
‘. on Pca oe eee eas * : 
dog KS eee ge Se dak Gk ES ee ; : m 
oi “2 eet oie sek oy eth EI REC Se 
: = ~ an 
Ren: aa ies boas m iar . ‘a me tae = : 5A 4 - 
form his Basho Paly aey ER Snow) anne Saha eee Sere ee 


ie tee VEY ecu te teat, Seal viva: of, om. af: - 


j hint 


ear Ghia al ee wbuee bs baste a et rae oy ort. 56h By, 
% . sunuinnce ou sain aol 4 a 

i Tid ha 2 ey Nae $ a Tod ts Ata a ee ’ 

a oe a ery 2 a PS ony Se agri a4 ; i ly 

ty | YO oft teed titait tos witht n TegeE 


ere ae eee aT} ay jor * 7 atouborg: » iat hy te p ; 


evlevicdds Vio futtge af oF aig: 7h ugh ett at ee 


Pe ee eee eee $a be he 
(vs tern ie 86 72 Arik ‘aw Pt arthed oe anne ted ane, 


feo 
peng eek ie 


; eRe cig Als ase ay aNd etl as ae 
— ay ae inf gah Tike ae v sf re eat ke Ge net tr Gn} ws 
ny : 
- | ae ga tk ey ore) =| Uh, te 
name ie a sae ee 
@isw et ion anand Ye about eda ae oes one 
ei g ele Re cae wo ot 


ue they ie Siege ye er i a ‘snede re 
al & o ae a Be ie vata . we 


a 
Rl 


ee Wire ae ii oie + 
4 i 


13 


~ Le 7 B90 _ 


Sis Piss MUNRO 


on that is. I was out in the country at the time that 
purchase was made. I did not look into it to see what 

it was. 

In any event, you have not fully explored what you can 

get at the Calgary end of the pipe-line? 

No, I have not. 

At the moment, the reason you have not been bothered is 

you weces the pine<—time run is a Little. low for you? 

Not only that, but I have never heard that we could load 

our’ trucks at this end. 

But’ suppose’ that you could? 

we would be tempted to get it from this end of the pipe-line 
if “we could get Satisfactory crude. 

WR. COMMISSIONER LIPSETT: How can you expect to hear 

if you'do not: fo ang ask 

I’ guess maybe that is the proper thing to do. 

It’ would seem obvious. There has been a statement from both 
of the major companies that they will supply crude oil to 
anybody that wants to buy it at the field price plus the 
handling charges and transportation charge. -You cannot 
expect them to go after you to teke some of it unless you 
ask for it? 

No, but everything else has been vretty well published 

in the paper that they have done and I felt that undoubtedly 
would be in too. That is the reason I have not bothered. 

I figured thet they had not complied with your recommenda- 
tions on itor we would have heard long before this that 

it was possible to get oil at this end. 


THE CHATRMVAN : Well, before you make a 


submission, you had better go and ask and see what happens? 
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MR. FRAWLEY : Berore’ you"™maks a submission 
to the Commission as to what should be done? 

Pow ee.d VelOTe, “Tnis Was” prepared es aoa ot a he 

THE CHATRVAN: This was written before? 


This was written before the Commission really began to sit 


Ontos. 
MR. FRAWLEY: The next matter is freight rates. 
MR, COMMISSIONER LIPSETT: Just before you pass from that, 


Mr. Frawley, he has given as his opinion that the field price 
of crude of 43 gravity should be. 1.00 per barrel. What are 
his grounds for coming to that conclusion? 

There seems to be a lot of cheap stuff coming in from across 
the line, and that should be the price to meet this competi- 
tion thet we are getting from the south on both refined 
products and crude coming in from the south. It is impossible 
for us tc sell gasoline in the southern part of the province. 
Have you any idea how that would affect the development of 
Turner Valley at all, whether it would stop development’? 


T do not believe it would. I believe the increase in sales 


that they would get of crude would really be a benefit to 


the producer. 


Do you think that 41.00 a barrel would have any effect 


of preventing this importation from Montana thet you have 


been complaining of? 


T do not know whether it Ped AUG OU Lees de oe Y would 


nopout Lt out altogether, but: it would mean that we could 


get our crude for less money and could stand a better chance 
of competing with the stuff coming in from Montana, 


(Go to Page 12,892 ) 
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Q I suppose the difficult competition from Montana really 
is the Texas Company, is it not? 

A No, it is not only them. There are others that are 
bringing in gasoline from Montana. Probably that is 
bought through the Texas Company, I do not know about 
that but a lot of it is coming in thore from the Big 
West Refinery and other plants down there. 

Q You think that you have to competo with what is trucked 
in? 

4 Yes, it is mostly trucked in products that has, that the 
price is Lower on than really what the Texas Company is 
selling it at but a lot of the stuff which is trucked in 
is bought through the Texes Company. 

Q TH® CHALRMAN: Have you considered at all 
whether the Turner Valley producer could afford to give 
you crude at »1.007 

mi} Well we have been approached by Mortana producers at 
far less than %1.00. We have been offered crude very 
much, well pretty nearly half that price. I think it 
runs --- 

Q MR. FRAWLEY: Is it as high a gravity? 

No, not as high a gravity a crude as this is. 

@ You cannot handle anything very good except the high 
gravity crude, can you? 

ms) Well we can if the price on the lower gravity crude is 
low enough so thet we cam got proper recovery from it. 

Q Yes, it is all the samc, you have more bottoms but if 


you pay very, very much less it all comes out the samo? 
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But where did you get, where were you guoted half? 

Iam not just sure about the half, Mr. Frawley, of a 

dollar a barrel. It is somewhere between 50 cents 

and 75 cents a barrel. 

What field? 

From Montana. 

What field though, the Kevin-Sunburst? 

I believe it was Kevin-Sunburst. 

What year? 

In the spring of last year. 

in 1938? 

No, 1% would be 1937 would it nots it was ecither last 

spring or a year ago last spring. I can, we have the 

lists there from them that we can submit to the Commission 

if necessary. 

You would not need much quantity though, a car now and then 

is all you ~would need? 

Well at the present time we do not need very much as we are 

just really getting started with our refinery you might say. 

We have not been in the business long enough to work our 

business up to such an extent that we could run 5OC barrels 

465 days a yeare Nowhere approaching it. 

MAJOR LIPSETT: Well, when you get the crude, 
your suggestion about being ablo to obtain the Bthyl 

to make a high grade product, what is your suggestion 

about thet? 

Well the trouble in that is that, you take a year ago last 

spring, the Imperial Oil cut the price on their Three Star 


Gasoline, I would not ba just sure on the cuts but they cut 
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it but they didn't cut the price of their White Gasoline. 
Now there have been several cuts in the price of gasoline 
in the last few years and they can continue to cut the 
price of leaded products like Three Star which contains 
Some, a little Ethyl fluid, they can continue to cut that 
until it would be about the same price as the ordinary 
straight run gasoline which it would be impossible for us 
to compete against and thet is the position we are in 
today; the price of leaded products has been cut and 

the white products have always been put up as the target 
and that is all we can manufacture in our plant is straight 
run gasoline, that is the highest quality product. 

That is what you call the white product? 

Yes, it is a straight run gasoline not containing Bthyl 
fluid nor cracked, 

THE CHLERMAN: Do you believe that there is an 
advantage in the use of Ethyl fluid? 

Well the major companies, in fact all the big companies 
advertise and capitalize on knock as far as the gasoline 

is concerned; they leave it to the people to judge the 
gasoline by its anti-knock quality regardless of market 

or anything else. Knock is the one thing they are 
advertising on and nine out of every ten users of gasoline, 
the first thing when they get it in the car they see 
whether it knocks or not and if it knocks it is not as 

good a grade of gasoline as one that will not knock and 
whether it is, whether it is an advantage to the motorist, 
that is whether it is helpful to the motor or not I am not 
in a pusition to say but too much Ethyl fluid, I believe, 


is a detriment to the motore 
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In other words, it is what the public demands and why 
should not the public get it cheaver? 

Yes, probably they should get it cheaper but we féal ---=- 
You think the public should pay more just so that you 

may continue to sell third structure at a profit, I mean 
looking at it not from the standpoint only of your 
pocket-book but as we might from the standpoin’s of every~ 
body, what is wrong with their reducing the priee nan tetra- 
ethyl fluid, that is gasoline treated with tetraethyl fluid 
or ethyl fluid? 

Well, up until a short time ago the independent refiner 
could not get Ethyl fluid. at least we have never applied 
for an Ethyl license but we have friends who are in the 
refinery business who have tried for some time in the 

vast to get an Ethyl license. Now I understygnd this 
spring, thore aro two of thoss rofineries why have boen 
avle to get an Ethyl license; now whether it is this 
Commission here or whether it is the Combines Act or 

what it is that is causing them to loosen up, [I do not 
know but they have rules and regulations that a person 
must live up to in order to handle their Ethyl fluid 

and a small refinery cannot afford to put in the 

elaborate equipment which they claim that you must have 

in order to handle Ethyl fluid. - I do not seo any reason 
wniy, there are other ehemicals which are just abat as 
dangerous to man as Ethyl fluid is and there is not tho 
restrictions oa them that there is on Ethyl and it appears 
as though it was just put up in that way to discourage and 


keep the smaller refinery from getting Ethy] fluid and if 
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we could get it and if we could figure there was a ware- 
house facility set up here in Calgary with Ethyl fluid. 
where we could come in and get a barrel or two barrels 

of Hthyl fluid, whatever we wanted, and come in and get 
whatever amount we needed in a tank and circulate that, 
we could then turn out a nouknock gasoline but at the 
present time with, with a lot of the refineries, a Lot 

of the refineries did send in plans of their Ethyl plants 
but I guess they were just thrown in the waste papor 
basket, They never heard anything about it until they 
finally submitted everything just up to their specifications, 
which I do not believe is necessary for any plant. iE 
realize it is a dangerous product to handle but I do not 
feel that people should have to put in these big expensive 
plants in order to mix a few gallons of Ethyl fluid to 

a few tanks of gasoline- 

Q MAJOR LIPSET?: Would you be in a position to 
take the minimum quantity that the railway will take, that 
is 16 drums? | 

A No, I do not know what the sost of a barrel of Ethyl fluid 
is but I feel that if the Ethyl Gorporation with the amount 
that they are selling here in Alberta, that they could well 
afford to pat a warehouse ud here and handle that so that 
the smell refinery would not have to stock up with a lot 
of Ethyl fluid at one time. 

Q Well that stocking up would practically have to be for you 
because all the others are gotting it in earload lots? 

4 E do not believe they would get it in earload lots if it 
Was availabie in smaller quantities. What would @ drum 


of Ethyl fluid cost, what would that run into? 
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I can only speak from memory but I think a carload was 
16 drums, around $1800.00, I do not know if IT can remember 
the figure, I think perhaps (5,000.00, no, perhaps $180C.(0, 
Tiemmot) quite sure, 21800.00 I think it was, is it) your 
idea that the Government should in some way take cver 
this and deliver Ethyl and make it available? 
To make warehouses available? 
Yese 
No, I think it is up to the Ethyl Corporation. If we went 
into s town to sell our products where we would do a fair 
business we would, we set up a warehouse there to handle 
dur business, we would do that if we figured we could give 
better service, That is probably the thing we wuuld do 
and they could bring the Ethyl fluid in here, in as big a 
Gerload as they can, whichever is tne most economical and 
give the small refinery the benefit of that. Did you say 
16 barrels? 
16 barrels. 
I think probably you could got 30 barrels in choaper than 
you could 16. 
No, and of course the larger companies take it in carload 
lots, dd they not? 
YeSe 
16 barrels is the minimum quantity for a small outfit? 
YeSe 
The reason for that being the reilway cannot ship any other 
commodity with Ethyl in the same car? 
Yes. 
But why do you think it would be reasonable to ask the 


Ethyl Company to set up a warehouse here for one or two 
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very small refineries? 
Well, if it was available where wo did not have to stock 
up such a large amount I daresay that all the independent 
refineries would get their Ethyl produets from that ware- 
house 
Bave you gone into the question of whether your rofinery 
could make Ethyl products? 
You mean if I hevo takon it up with the Ethyl Corporation? 
Yes? 
No, I have not. 
MR. FRAWLEY: Are you sure your base stock 
would be good enough to add the lead to? 
Yes, £5 believe it would be. 
Sulphur all right? 
Well, we could lower our sulphur low enough to be satis- 
factory for it. 
MAJOR LIPSETT: Did you go into the quostion 
of how much of an investment you would have to put in? 
No, just sizing up other refineries that have put in 
Ethyl plants and seeing what thoy were like and it did 
not look reasonable to me that all this expense should 
be put on for handling just nothing but blending ethyl 
fluid with your gasoline. 
Did you read or hear the evidence of the Ethyl people while 
they were here? 
I read some of it in the papers. 
4nd the fact that they discontinued the product for some 
months until they established all these safety devices? 
Well I understand, I do not know whether this is true or 
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not, but I understand the Ethyl fluid at one time when it. 
was first bwought out was just left in the serviee station 
and you went in and bought ten gallons of gasoline and they 
put in a small amount of Ethyl and your gasoline was 
Ethylized. I do not know how it was brought gut originally 
but, well, there are none of these deadly poisons that 
Should be handled in that way. If that is’ true it “is no 
wonder there were a lot of lives lost with the use of it 
but if it is kept under, if we could come and get a barrel 
of it or five barrels of it, whetever the case might be, 
and take it out there and put it under lock and key where 
it was perfectly safe and the same pump that is used for 
treating can be used for circulating that Ethyl fluid 

jus» aS Well as another,instead of all concrete structures 
set up there to store a ecarload of Ethyl fluid and then 
you roll the drum over and suck out what Ethyl fluid 

you want, a barrel at a time and put it in the tank and 
circulate it. 

Q MR. FRAWLEY: Your do not thivk it 2s any 
more dangerous than that acid they shoot the wells with? 

& I do not know what that acid is like but I believe there 
are other fluids maybe as deadly as the tetraethyl fluid 
which has not such restrictions on it as that and I do 
not feol that the Ethyl Sorporation should be dictating 
to the people of Alberta or to the people of Canada either 
or to the United States Government. If it has something 
for sale I think it should be made available to everybody 
and I think this country is just as capable of setting up 
laws for its people's safety as they aree Is that 
regulation, Mr. Frawley, is that not, who sets that? 
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Q The Ethyl Gasoline Corporation sets them and they say 
they are prescribed for them by the United States 
Surgeon Generale Well now, is there anything more? 

Q MiJOR LIPSET?: They have a product, they 
are in the States and in this country and it is up t» 
them whether they sell it or not. Do you recommend 
that the Government buy from them, I do not see how you 
Suggest that they be ordered to handle it in this way? 

d\ If they have a product for sale, is it not, I realize it 
has to be handled safely but I do not feel that building 
a place the size of this ronm with a solid ¢oncrete floor 
and that floor tipped in the centre and in one corner may 
be sitting a carload of barrels, maybe 16 tarrels of 
Ethyl fluid, taking up all that room and then you go into 
the other corner, there is a pipe there to swing cver 
and you run that aheye GOAe to this barrel and you suck 
out the Ethyl fluid and the pump is sitting in another 
room altogether. Ek do not think that all that is nocessary 
and then, of course, there is the two other rules there 
that are probably for keeping your clothes and the like 
of that in, which probably ycu do need sotitething like thar, 
putting, your.unifurm on to keep that Bthyl fluid, frum, if 
a drop should get un your body, yuu can changes your clothes 
and put on fresh clothes. Ir it gets one 

Q There must be something to it, must there not when the 
American railways will not let amy other freight of any 
kind go into the car where this fluid is? 

A Well, I do not know anything about how the railways handle 
it but there are other things that you can hardly ship with 
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take gasoline, I do not imagine they will allow sugar 

to be shipped in the same car that gasoline is shipped 

in and there are other things that, other’ poisonous 
chemicals which are dangerous to be shipped in that way. 
You take dynamite, I believe if ycu ordered a dozen sticks 
of dynamite and you wore stationed at Medicine Hat and 

you ordered it from Calgary, I think you will find that 
they will ship you the dozen sticks of dynamite all 


down in one box cars, They will not allow it to be 


shipped by express or any other waye Lt have heard 


tuat. Now I do not know whether that is true or not. 
Well how do you think, from qa practical point of view 

as you are situated at the present time, how can it 

be made available to you? 

I think if they had warehouse facilitics here where we 
¢ould stock up with a quantity, if we could come in here 
and get say one barrel or five barrels or ten barrels, 
whatever we wanted to get and take it out there and then 
put in, put 1% into our circulating line and circulate it 
through the tanks, we could have Sthyl gasoline. 

THs CHAIRMAN: That is fine but they say 
that for reasons which seom to them sufficient they will 
not set up a warchouse hereée Now then, what would you 
do apout that and if nothing, we might as well stop 
discussing it. If there is something you think can be 
done we would certainly be glad to hear what it ise ‘he 
American Corporatiun says they do not choose to set up 

a viarehouse for tetraethyl lead in this country. Now is 
that the end of it or do you know something else that can 


be done? 
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I do not know anything about that, I am sure, that is 
beyond mee 

I mean whether their reasons are good or bad, they will 

not do it and if you know of any way of making them we 
will be glad to hear it? 

Would it be possible for the Government to purchase the 
stuff and resell it or any way like that? 

Well that is one suggestion. Have you anything more? 

No, I am afraid I have nut. 

MAJOR LIPSETT: Have you ever approached them 
to find cut on exactly what terms you. could purchase? 

No, I have friends that have refineries in Montana and also 
one in Alberta that have approached them in past years; in 
fact the three of them, where they applied to get Ethyl 
fluid but I understand thet this past year or two they have 
loosened up a little and if you submit your plans they will 
eo-operate with you to some extent which they didn't do in 
the past. Now whether it is that this --- 

Why do you not do that, Mr. Munro, and then come and tell 
us the results? 

MR. FRAWLEY: Of course, Mr. Munro has this 
suggestion on Page 2, "if the above mentioned cannot be 
xomplied with then the price of Ethyl gasuline or gasolines 
containing Ethyl fluid should be inereased in price another 
4 cents per gallon or else barred completely for sale in 
Alberta.” 

MAJOR LIPSETT: I supposs that is your final, 
considered suggestion, Mre Munro? 


Well, if it is not made avaiiiable to everybody it is not 
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fair to the small refinery» I jo not know whether they 
have had such a stiff neck, because they figure they are 
going to sell all the “Ethyl fluid all the Ethyl gasoline 
that is going to be ethylized will be sold by them anyway 
and it doesn't matter whether it is Imperial Oil or the 
British American that gets it. If we want to sell a 
high cetane gasoline other than the erecked product we 
must turn around and buy it from them. 

Wwe understand they have given a License now to two nother 
smallor refineries here? 

Yes, £ have heard that. 

Why do you not apply for a license and suymit your plans 
and then base a submission on the result of that. Thero 
was another suggestion that was thrown out to them, that 
instead of having a minimum barrel of 50 gallons that they 
should consider whether they could reduce the size of the 
drums so as to holp the smaller refiner , that they 
might consider that; apparently when a barrel or drum 
is opened it has to be usede 

MR. FRAWLEY: You might be interested to 
know, Mr. Munro, that your drum would cost you about 
5571.00, a drum of Ethyl fluid laid down in Calgary. 
Could you stand that, do you think? 

Well, that is just one drum, Mr. Frawley. The trouble 
is with the smz1l refinery tieing up money over a long 
period of time where probably all your sales are not 
ethylized products. 

Now you have some other matters that you want to discuss? 


The case of froight. 
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Freight rates? 
YeSe 
Freight rates on manufactured gasuline, kerosene and 
deisel fuels should not be over fivo cents per hundred 
more than the crude rate. If the freight rates were 
set ss above mentioned, it would then enable the 
Independent refiner to ship his products into Saskatch-~= 
ewan and Manitoba and eumpete against present market 
conditions. at the present time the crude rate is 
considerably less than what the finished product is 
set at, which enables the Major Companies to take Turner 
Valley crude, process it and sell it at prices far below 
at what we can compete with, which is very unfair, as it 
costs the Railroad Gompanies just as much to haul finished 
products as it does crude. 

ft a rate of five cents 
per hundrod cver tho present thirty-five cent rate on 
erude to Brandon, Manitoba, this would give the Railroad 
Gompany a sufficient margin to handle higher priced 
finished products, 
Then the next is "price"? 
The past year has seen the most drastic price cutting 
western Canada has ever witnessed, a lot of this we feel 
is due to companies getting Crude and Naphtha below 
posted field prices, Also we believe that there is a 
general practice of blenuing Naphtha with kerosene, gas 
ofl and Still bottoms, or anything that is desired to 


be rid of in order to flood the country with cheap gasoline, 
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and selling same as a cheap tractox fuel, which makes a 
poor and inferior preduct, owing to the fact that Naphtha 
is too light and the heavy ends at times are too heavy 
for even a deisel engine, which they are selling at any 
price that they can get. 

We feel that the only way 
that this situation can be remedied, is to put Naphtha 
in the gasoline price range, and control prices according 
to the Beaume Gravity, eas it is possible to remove the 
odor from naphtha and take, say a 70 gravity naphtha and 
a forty-four gravity kerosene blend the two to about a 
60 gravity which will make a starting gasoline, and waich 
can be called anything that is desired, 
THE CHAIRMAN: You believe in setting up 
standards, do you? 
Standard prices or standard stock? 
Standard grades; 
If a person would want to call the Three Star-a standard 
grade of gasoline which it is at the present time it is 
impossivle for us to make it. 
That is all right? 
So far aS distillation range --- 
Supposing that is standard number 1, certain specifications; 
something else standard number 2 and if you are selling 
only standard number three that is all you are producing? 
Yese 
Then you get away from the evils of mixing and blending? 
That is true. We agree with that, 
Whatever yardstick you take, take a minimum for standard 


number 1, or a minimum for standard number « and have your 
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competition between those two ranges and the nublic would 
know what they are getting and you would know what you 

were competing with? 

Yes. 

“iould that not be desirable? 

Yes, if, the only trouble we wculd run into on that is 
o¢ctane number on which the major companies can turn out a 
higher oetane gasoline than we can with their Ethyl plants. 
They should be allowed to go into gq higher grade then 
surely? 

Yes, I agree with that. 

You would only get paid for what you are able to produce? 
YesSe 

If you got a fair reward for that which you sell you should 
be satisifed and if somebody else can make a better product 
they should get more monay than you should? 


No, that is so. 


After all they put the capital into that plant to be able 
to produce a better product? 

Yes, but a lot of them, when you put in the capital into a 
plant, we spent two years trying to get information on 
cracking units and after two years was up we did not know 
very much more about them than when we started so far as 
the price of tho plant, what it would cost to put in and 
evorything in general. 

“Jould not the manufacturers tell you? 

Apparently they did not want anybody else in the refining 
business if they could avoid it; that seemed to be the 


attitude they took. 


y - Ss . s ‘ 4 bt a , ry Pea , : 


abet agit eh oak | 


i i 


te NG saa ante wom . 


& be EN RARER! ORG 


W 


- 
a 
~ 
? 
* 
‘ 


am feet 4 
vee ae 


ae 8 hi oss 


a cA te ‘eae oily 


6-4 
16 


Je 


Le 


~ 12,907 - 


Munro 


Are there not people who make refinery machinery who are 
not connected with the major oil companies? 

I do not know whether they are connected or not or what 
the tie-up is, but ordinarily when somebody has something 
to sell and they get a prospost they are only too glad 

to submit what their product will cost or what, how soon 


they can build you a plant or what they can do about ite 


{ Go to Page 12,908 ) 
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and when they reply to any communication that they make 

and tell you if you want to add something to your cracking 
plant they talk of %100.000.00 without figuring what it is 
you wanted or anything else, and when they finally figure 
that much you dc not know what they are figuring on and 

that is the trouvle we ran into. 

ee tum rorOon, ir. Munro? 

The following are prices which we feel a Refinery should have 
to make fair living conditions for itself, and stop cut- 
throat prices among dealers and refineries, by compelling 
them to sell their products not less than mentioned herewith 
Mieese tere a a ehange in field price of crude which mould 
warrant same. 

All products over 50 Baume gravity including Absorption 
Plant) naphtha or naphtha direct from wells; or @ gasoline 
Sxcecu np oUserevity or over tobe sold to dealers at noy 
fess than -1 cents per gallon. 

All products above 40 gravity and not over 50 gravity to be 
Sold°8t not legs than .10 cents per gallon. 

All products above 30 gravity and not over 40 gravity to 

be sold at not less than .09 cents. 

All products below 30 Baume gravity, refineries should be 
permitted to sell at whatever price they can get, as these 
products are practically unsaleable for internal combustion 
engines. 

Pilimor Leet oO. veye. OC. B.' Calgary. 

No Refinery or distributor should be permitted to supply 
loan or provide without cost to dealers, paint, tanks, 


pumps, or give any concessions of any nature to induce 


buying their products. 
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MR. FRAWLEY: The next you have there is a short 
statement on your recoveries at your plant? 

Yes. AS far as costs, to give you an idea of the cost of a 
gallon of gasoline, I realize the Commission has had an awful 
job trying to get the cost and it would be a big job fpr.us 
to try and determine the cost, because we are still building 
On our plant. That is, it is not a finished plant ready* to 
say that she is all there that we need. We are 1nereasing 

it anc putting other things on we need to it, and we cannot 
peally charge up all our labor and all that sort of thing 
against what gallonage we have turned out. So that the best 


PICen edo Ss tO give you wheat 1 think ‘the straight run plans 


recovery would be. What the recovery would be from a straight 
mun plant on say, 43 to 44 gravity crude. 


4 


ie recovery obtained from Turner Valley Crude of 44-44 
gravity processed through a straight-run plant would be in 
the neighborhood 70%, consisting of approximately 35% 
gasoline 15 to 20% Eerosene 15 to 20% Diesel fuel the 
balance 30% being loss and fuel oil or still bottoms which 
Mpevereourcadily of no saleable value. 

That 15 to 20% kerosene, that would depend on the 
quality of the kerosene that was turned out and also would 
have an effect on the Diesel fuel. 


MR. FRAWDIEY: Nip. Munro, 00 you operate vany. 


buiLe etations? 


er 


No, soir, not at the present time. 
What are you running for your plant now, what do you think 


? 


your average will be for 19389 
I cannot say what that will be, Mr. Frawley, I am sure. 
What do you do with the gasoline or products, how are they 


sold? 
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Well, we sell through dealers and direct to farmers. 
What do you mean when you say through dealers? 
Well, independent dealers throughout the country. 

Do they come to your plant or have you any delivery facilities. 
at all? 

wee, We Geliver by tank truck. 

Which you own yourself? 

NO, we Hire trucks. 

Oh. You make some deliverics then. How far do you deliver? 
Well, around neighbourhood of, well, practically 300 miles. 
How far away are you sending it right now. What is the 
furthest point? 

Cc reve +rovost is pretty near” 300 mites: 

Who at Provost would it be. Just give us a typical instance? 
Thao 28 just & fermer at that point. 

ioe p oer ivered On his farm? 

Yes. 

In tank trucks? 

Yes. 

From your refinery? 

Yes. 

This is 3rd structure gasoline or tractor distillate? 

That usually runs tractor kerosene or tractor gasoline. 

How do you establish the prices that you charge this man 

at Provost? 

Well, it is just pretty near what we can get, Mr. Frawley. 

Do you look at the Imperial's price at Provest for similar 
products? 

No, we have not had the Imperial price list up until this 


Spring, when we managed to secure a new price list. 
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Js i. Munro. 
Was there any difficulty in getting it? 
Well, I never went to the Imperial Qil to see if we could get 
hy Fh Wg aoe aah gy oY aA Sep Wear Oy in | 
THE CHAIRMAN: You did not read in the papers you 
could not get it or anything? 
L aia “not. i do not believe I ever seen it in the papers. 
It seems you are not giving the Imperial a chance to do the 
things for you that you would like them to. You do not ask them? 
I would imagine they would only say "It is none of our business", 


Moetenieir Prices ere, and in reality ib ia mot any, cf tour 


business. 
MR. FRAWLEY: They publish them and they 
mimeograph them. They put them on the mimeoograph machine. 


Anyway, you would know what they were selling tractor distillate 
LOtvat Lrovos ce 

Only by enouiring in the district. 

Do you know what they are selling it at there? 

No. 

Creecolad youll) wWasid; Cents, Up UNtlle 6 Tew days esouens 
that any guide at all for what you will sell to the Provost 
farmer? 

No, we have a price that we scll here at the plant and any 
place we can sell and compete against the opposition we pick 
that territory. We have not got a price for the South and 
a price for the North and a price for the Bast. We set our 
price at the plant. It is.impossible for us to have a price 
at different points because a lot of our customers come into 
the plant for their stufi. 

Do you keep the same price all the time for the one product? 


We have a dealer price and a wholesale price. 
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Js Ue Munro. 


& dealer price and 4 consumer price? 

yee. 

This man at Provost, he is a farmer, he is a consumer? 

Yes. 

He buys at so much at your plant and he ws to pay for the 
trucking charge? 

Yes. 

What does he pay? 

He-is) tov texactiy a farmer. He ise farmer (eater. 

He gets a better price. What are the two prices on tractor 
kerosene at your plant? 

94 cents and 114 cents. 

At 94 cents to the dealer and 11+ cents to the consumer? 
Yes. 

And they have to get it away from there as best they can? 
Les. 

it is about 300 miles to Provost, you say? 

Iewould note say for sure on that. 

But waatever distance it is, do you know how much per gallon 
DasetoO woe MaaCded On bo Gaal price? 

By freight. 

TOveeh Le there tor hauling? 

Around 4 cents I think. But I would have to’ figure it out. 
I think it is about 4 cents. 

So if he paid 4 cents and 114 cents he would be under the 
Imperial price if it is a comparable product. 17 centis is 
the tractor distillate price at Provost? 

What is fear distitiave? This «he wractor kerosene I have 


reference .to, or sometimes we call it heavy . distillate. 


This is called tractor distillate. I dc not know whether LG 
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heavy or light. Yours is purely a refinery operation. You 
simply sell from the refinery dovr to dealers who come ani 
take it away or you hire trucks to take it for them? 

vos. 

And consumers, they pay how much, 2 cents more? 

PaCo wa wn eG ae LT they can contract to handle a volume I think 
we oftentimes split that commission. 


Thank you, Mr. Munro. 


THE CHAIRMAN: Any questions? 
MR. NOTAN: Ne thank you. 
THE CHAIRMAN : Thank you, Mr. Munro. 


(At this stage the Hearing was adjourned until 9:00 A. M. 


4th August, 1939.) 
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19 39 bi Lier ie Oar Cr a ee © 012, 996 


EXHIBIT 586 | 
Statement showing comparison old tank 
waggon prices with new tank waggon prices.....12,966 


EXHIBIT 587 
Statement containing information re 
Lion Oils, filed by Mr. Stanger, also 
re Lubricating Olle ...o see sweressccsesssves eskay7ao 


EXHIBIT 588 
Statement, Becker Oils - Costs - Purchases, 
Sales, Operating expenses of country 
SECATLONS ,oeerecvescs ee ale tee otis Sis 2 tidy asap ereretns sake, FDO 


BeAIBIT. 589 
Statement - Becker Oils - Plant Operations....12,990 


EXHIBIT 590 
Statement - Great West Distributors, - 
showing sales below tank waggon priceSs........ Lage oe 


EXHIBIT 590 (A) | 
nvoices supporting Exhibit "590".....e.ese e018, 991 
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9.00 Ae Me Session 
4th August, 1939. 


MR. FRAWLEY: Mr. Chairman, I think we 


+ 


might start with a statement from Mr. Nolan that he 

has, chisfly with respect to the reasons for the posting 

of the new prices effective 24th July and some other 
matters that Mr. Nolen says he wishes to filee 

MR- NOLAN: From time to time, Mr. Chairman, 
arising out of the evidence, I have been asked to provide 
certain material. Then I have beet requested by Mr. Frawlcy 
also to producs certain material and I have delayed putting 
it in until there was a convenient moment to do so and 
perhaps this is it. First of all I would -like to ‘rut 

in the Employees’ Thrift Plan Booklet which I was asked 

to provids. 


(BOOKLET PRODUCED HERE MARKED 
AS EXHIBIT "567".) 


MR. FRAWLEY: And Mre Nolan also files --- 
THE CHAIRMAN: What is, that Exhibit? 
MR. FRAWLEY: The Employees! Thrift Plan of 


the Imperial Oil and its participatiug subsidiaries. 
Mr. Nolan also files an annuity plan, a separate booklat, 
Imperial Oil Limited. 


(ANNUITY PLAN BOOKLET PRODUCED 
AND MiRKEBD EXHIBIT "568". } 


MR. NOLAN: | Then I was asked to produae, 
sir, a form of purchase, equipment purchase agreement, 
Mr. Halverson, you do not remember perhaps sir, was asked 


to produce one of these during the time that he was in the 
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BOX » 
MR. FRAWLEY: Lite i8¢ ino three swe bas pon 


original, duplicate and triplicate. 


(EQUIPMENT PURCHASE AGREBMELT 
PRODUCED aND M&RKED EXHIBIT "569" 


MR. NOLAN: | Also during Mre dalvorson's 
evidence a discussion arose about the fact that Ponoka and 
Wetaskiwing stations were on a salary baSis and we agreed 

to produge some correspondence in respect of the agents at 
those stations which sst out the reasons for the continuing 
on the salary basis and then we also agreed to produc32 two 
Statements, one in respect of each 21 those statiuns, showing 
the difference on a salary and commission basis. 

MR. FRAWLEY: The correspondence separatoetly, 
Mr. Chairman. what it really is, Mr. Chairman, is a memorandum 
the first document referred to is a memorandum or letter to 
Wr. Halverscn dated the 3lst of May, 1939, from his Alberta 
Manager, Mr. Stevens, I judge that from the initials. 

THE CHA IRMA i: Well they are related to exactly 
the same matters? 

MR. FRAWLEY: Exactly the same matters. 

THE CHATRMAN: why not tie them together and 
make them Exhibit "570", can that be done? 

MR. FRAWLEY: Yes, that can be done» Then 

it can best be described as that memorandum togethor with 
accompanying statements. 

THE CHATKMAN? Re salaried agents? 

MR. FRAWLEY: Yes, at Poncka and Wetaskiwin. 


(STATEMENT PRODUCED HERE MARKED 
AS EXHIBIT "570". } 
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MR. NOLAN: I was asked also to produce 

a Schedule of prices in effect at Calgary as of June 22nd, 
1939 on the products of the Impertal Oil. I do not know 
whether that has ceased tc be useful or not but it can 

be filed. 

MR. PRAWLEY: Schedule of prices in effect 
at Calgary June e2and, 1939. Oh well, it is to show 

the competitive allcwancos. Well, it speaks for itself. 
MR. PLOTEKINS: Was it not to include all the 
produsts which were not shown on the official prico list 
Which you had in your possession at shat time? 

MR. FRAWLEY: That is perhaps procisely 
what it doeSe. 

THE CHAIRMAN: What is the date of it? 

MR. FRAWIBY: Calgary, June adnd, 1939 
Schedule of prices in effect at Calgary showing the tank 
wagon price, undivided dealer price and competitive 
allowances on a variety of products, Esso, 3-Star Gasoline -- 
THE CHALRMAN: Those are in the main supplanted 


are they now? 


MR. FRAWLEY: Oh yes indeod, there is a new 
price list out now. (STATEMENT PRODUCED HERE MARKED 


AS EXHIBIT Br} 
MR. NOLAW: IT was seeea to produce a state- 
ment of the discounts in respect of oils and greases. 
MR. FRAWLEY: | Mre Nolan files a statement of 


Giscounts, automotive oils and greases contract, it is 


undated.» 
THE CHAIRMAN: Is that current? 
MR. FRAWLEY: IT would deem this must be 


currente 


ne 
vet 
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MR. NOLAN: Yes; Mt ts. 


(STATEMENT PRODUCED H®RE 
MARKED AS EXHIBIT "572". ) 


MR. NOLAN: Then there was a statement 
which Mr. Cottle wanted on the question of general 
distribution, what is called a Reconciliation Statement. 
MR. FRAWLEY: It is a reconciliation of a 
certain item in Exhibit "281", Schedule 2-b, amounting 
to §89 ,253.38. 

THE CHATRMANS Exhibit "281" Schedule a2-h? 
MRe FRAWLEY: Yes, My Lord, of a particular 
item there and being a reconciliation it also has 
reference to Exhibit "301" and reconciles the two 
Exhiditso 


(STATEMENT PRODUCED HERE 
MARKED ASTYHIBIT "573". } 


( Go to Page 12,918 }) 
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MR. NOLAN: Then a yery short statement of 
Jobber's expense, which iir. Cottle requested, and which is 
aleo used for reconciliation purposes. 

MR. FRAWLEY: Yes. 


(DOCUMENT IN QUESTION IS NOW 
MARKED EXHIBIT "574", ) 


MR. NOLAN: Tenth nh: thevcourse, os iin. 
Halvorson'’s evidence he was asked to prepare a statement 
which broke up commission agents into divisions, those 

who are on full time and these who have other business 
interests whose commissions from petroleum products would 
be sufficient by themselves to provide a livelihood and 
those whose commissions were not sufficient to provide a 
livelihood. It is self-explanatory and it breaks them all 
up. 


(DOCUMENT IN QUESTION IS NOW 
MARKED EXHIBIT "575". ) 


MR. NOLAN: Then. we produce, at the request 

i think it was of Mr. Cottle, or it may have been Mr. 
Frawley, details of direct sub-station costs, at six low- 
volume commission agencies in. the Province for the year 1938. 
You remember that? 

MR. FRAWLEY; i Seem toy remember i, yes. 


(DOCUMENT IN QUESTION IS NOW 
MARKED EXHIBIT "576". ) 


THE CHAIRMAN: What will that be called? 

MR. FRAWLEY: it is simply called "betaile of 
direct sub-station costs, € small.stations, 1946 sales." 

MR. NOLAN: Then;.Sir, id produce a statement 
being the estimated costs of operating the credit card 
system, which was required from us. 


(DOCUMENT IN QUESTION IS NOW 
MARKED EXHIBIT "577", ) 


te sone oth po “tt uaa Sng. aa ce 
a 

a Tyee oe , 
5) A Law tine ., Bee oni pie aed 6s iets ep ea 


Sea iy etal ae ini ‘hota tgaate 


roe Saba * - 
# or wr is mi 4 a - - Ute a , 
o eee gak sp ot RAT MY 
ey a? ly 7 > 1. 
ea 1 Ae ME apy ieee eee eT a , é oe 1: be trae _ 
See aS i Mea . ; 
prey =f 2. “Pe eee a A a 
wee Ay t 1 ae 
i: S SOSS ae oe ed sass: a Rie eT eae pa — . 
an ich Se ee ? : : ee i : 
i wie es ya I Bea Ae ; * “ Ae RA ae oe _Panobres et ; = 
: , ee ane Pe ts: a . rey nT 
ko a SE na betel pale ees. te ie ae ire. chinks ate a 
pa Seen” ee sae F ; “AAG : pa = ; ; 7 
eee Dy Tass ra ‘ ee n ? 3 Q par Bite = eae | aie a ut a re ode : 
io en ry. < . J 2 | , pene, die et , iy 
a) RAGE ae ap HOSS Pell whe e 2 muct un wee ale ad voteiad- 7 
e oth ti i! Sai = > : 1 _ ; > bce : % ¢ ; a a 4 Ny fa! : ou. ; pagers Me. ‘y ie ded tor iawe od a 
no poe s ; oe * RS rene sigs ie ae J : 7 
. ° bi sie bib ; ee Re Ale ee sah is) i ak wiattog aaade aot ng 
7 
s ° ; oe 2 abe “-, gh ah ee me. nih | Pes Be a. o5 a 4 a, AZ « 4 1 + ‘ hose herd , A 
’ ey aie 
; ; ity bed | oe 
of 4 = 
i } reed eee . a yy Me I a P er 
as : 7 
< a i v Pi Wie att ‘4 ae 7 - 
& 7 tarot me 
is y : , te or ; a Ss 7" . # a ite he aot of i) : 
ar 10,20 Xo maw FE desde, i 
i as ee cata eed eng a foe = % dee Riss a hCe ae Aig Ki ws 
P ye We Py of nae ae Sih et oe - aaetee 4 "Se b ‘thedeh e mat - . 
r ove tt 5 dai ens oe eb cal ae mh. Shea es a a 
aetdt. (nap SA Ree Canon ati bee aime i oe nokuabtdios somes tor n 
Uy c ov 


a) - ae i os ae, ade ey - ws 
Die ere ct a “Sindy waidoner ve 
=~ noe : $e ‘P ‘gia ms o ee 
| mee Haat * 


hy <a eae acl | 
r, L in i, + 44 Ly Y, & Hi . ie SO MAY, - . ; ql 
me ditrrley a fr i L a Ae Sittels. f 
se aa . # 


oe, Rtg ine de Aa lam ea eg 


wt 
' 


heerateeh Bas. ee ‘ghat vain he 


Peeel { walt ve bok oA Bese or. 


mG a 


eee Sea, es 
Sot tnenalesn, @ ety ales ¥ 


" om 
: ord ra 


yea Vg 


MR. NOLAN: I produce a4 statement, Sir, 
which snows a list of the sub-stations in the Alberta 
division, indicating the warehouse capacity and the tankage 
at each point. I have already provided Mr. Frawley with 
that. He required it. I am just asking now to have one 


marked as an Exhibit, 


(DOCUMENT IN QUESTION IS Now 
MARKED EXHIBIT "578".) 


THE CHATRMAN : It shows particulars of storage 
and 80 forth. 
MR. FRAWLEY: otorage and so forth, tanks and 


warehouse. 


MR. NOLAN: Then in the course of Mr. Halvorson's 
examination, ----- 

THE CHAIRMAN: Any copies of that? 

MR. FRAWLEY: Oh, yes. have several copies. 


but they are being worked on for the purpose of putting into 
one comprehensive statement covering all companies. 

MR. NOLAN: The; QUeStLlLoOM arose. Gury dri ne 
the examination of Mr. “alvorson or cross-examination by 

Mr. PloukKing in respect to the sales tax, whieh, perhaps, 
you will remember, showed as 4.14% of the total expenditure 
in Connection with direct, sales in Alberta for the year L9S6. 
The point arose if the sales tax was 8% how could we reconcile 
that with the 4.14%. I have an explanation of that signed 
by Mr. Irving McGrath and addressed to Mr. Halvorson. 
Perhaps, with the permission of Commission Counsel, I can 


put that in, that explanation, and read it to the Commission. 


MR. FRAWLEY: Certarmbhy ag tar a6 0am 
concerned. 

THE CHAIR MAN: How are you describing it? 

MR. NOLAN: io noeme put way bord. “da ped 


the 26th of June, 1939, from Mr. Irving MeGrath----- 
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THE CHAIRMAN: That isthe witness who was here? 
MR. NOLAN: No, he isi brother. To Mr. 
Halverson. 

THE CHAIRMAN: Who is Irving McGrath? 

MR. NOLAN: He is an accountant at the refinery 


at Sarnia. 

THE CHAIRMAN : And this letter what? 

MR. NOLAN: itpis i Ietierare Seales )lsx. 
THab Teesursficientito identity id. 

THE CHAIRMAN: Less 


(DOCUMENT IN QUESTION IS Now 
MARKED EXHIBIT "579". ) 


MR. NOLAN: It reads: 


b SARNIA, ONTARIO. 
W Junes COT GI So. 


"Mr. As HE. Halverson, 

"c/o Palisser Hotel, 

"Calgary, Alta. 

"Dear Mr. Halverson: 

“ I have been reading, with interest, your 
"evidence of June 20th, Volume 82, Page 9494, wherein 
Welotkins is raising thé) polltiwihet “hewsales Tax\does 
"not work out to 8%, and it would seem that he was 
"trying to infer that Imperial has had some ‘special 
"privilege' granted by the Department of National Revenue, 
"Ottawa, to the disadvantage of the Lion Oil & Refining 
"Company. 

" The Sales Tax rate is 8%, and the price 

"on which this 8% is levicd is on our wholesale prices 
"which are Jobbers! prices. However, as many sales are 
"made by Imperial at tax exclusive price to Jobbers, 
"Manufacturers and Provincial Governments, who account 


"Por the Sales Tax to the Dominion Government on their — 


PLUNGE To ec ee 4 <a i PS, ee 
ae SS io 33) a a * aL Yobre 37 


_e cbbipebe Pa) 


te 44 on 


os et Fa et PEA? ~ Of Fee en) fp SORA AED cH? is i 
a oe ha ve he Re S ue beunene AADOM AM, 


i. Oe See oe Bice ee RaRO LRA e Bi wee tad? 


. 


Ct _ - ” ag pA i 2 7 we, i oy 4 + AAD OE os id ZnT 


zo 


d.wieis 


i ‘anaes a) 
aor Mere sb stat 


Ae: Raters tees A Th ae = Hy Li By eh q ry an I ( f on hi 4 ‘yy 
; 1 aol pea os x . 3 ee 3 7) a 
Fon > OEY , SECR Oils TO59GR Se ive 


Sul? S00 Os HR gad eter whi eam of" 


hb, poe 21 Bae RR et Tee Bie soa" nee 
a i s 7 
as Lane Fede es 


eon ey | 
= sen 


kp : 
- ir ae) 
fee ee See Pe eae tht ii ere o1 
Ryans ree ' Ad Wd . 
tie Py 
: 


~ LB,ORL - 


"selling prices to the trade, the average per gallon 

"on Imperial's sales could not, under these circumstances 
"equal 8% on every gallon sold, but an investigation 

"of all our tax inelusive sales would show that we pay 
"the established going rate of 8% to the Domihion 
"Government on our taxable sales. 

fn AS an example we sold approximately one 
"million gallons of sbsorption Naphtha to the B. A. at 
"Calgary Refinery during 1938 at a price which did not 
"include Sales Tax, and as the B. a. quoted their Sales 
"Tax License Number to us on their order it entitled them 
"to buy free of tax. However, when this Absorption 
"Naphtha was wrought into the finished product and sold 
"they had to account for the Sales Tax themselves to he 
"the Dominion Government. 

ih Tt am writing you in this vein on the assump- 
"tion the Sales Tax matter may come up again, and that the 
Via LaavaLoeni hie ver outhined wihid béesaelprals 

J Yours very Ttrudisy 3 


‘ SGD. Irving McGrath". 


MR. PLOTKINS: Excuse me, I want to make a 
statement in connection with that. The reason I asked to 
have this point clarified was the fact that we believe 

the Commission should deal quite extensively into this 
Sales Tax matter because it has.a big effect on the price. 
And as the Sales Tax Law reads now and confirmed by this 
letter, the Imperial, for example, can sell, make an actual 
gale to the British American Oil Company at the new rate of 
16 cents. We will take an example, Canadian Oils under 
their new agreement with the Imperial, they will be buying 


standard gasoline at 10 cents. Am I right, Mr. Frawley? 
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MR. FRAWLEY: LOscents at the-rerinem coor, 

and 10.4 at their own bulk plant. 

MR. PLOTKINS: 10 cents will ve the basis and 

the law permits the Imperial Oi2 to add 8% or to include in 
the 10 cents for the present sales tax, which is actually 

how it is done. Now, if that product is sold by the jobber 
at the tank waggon of 163 cants, as it would be natural, 

it could not mean 8% on 16% cents, it is only 8% on 10 cents. 
The retailer, the dealer could sell at the 164 cents, figured 
on a percentage basis. If that were applieable to all 
companies, that basis, I would have no objection, but the 
fact remains that the law has specified that the Lion Oils, 
Tore iioveance amust make a sale to a’ jobber injorder to 
establish a basis. They 14o not say "You can pay 8% on 

the 10 cents because the Imperial sells at 10 cents." If I 

am nO’ in a@ position to séll ta a jobber in the quantities 
Soc etme price that the Imperie!l pays, my price) is ie centa: 
The Department under the present law insisted that I settle 
at 8% on 12 cents. So that the result of it is the sales tax 
in my price is greater for the same selling price of 16% 
cents than it is for the Imperial at 163 cents. That 
concition has been somewhat remedied now due to the fact that 
we refusa to settle on that basis and took. it to the 
Exchequer Court of Oanada and as a result of that judgement 
some relief was granted in the form that we now can apply 

GO the Minister in person and say what price can we name for 
Sales tax purposes and the understanding, I think now, is 
that we will not be discriminated against but that ve will 
pay exactly on the same bagis as the Imperial, whereas in 

the past we have paid thousands of dollars more than the 


Imperial would have paid on identical products. Now, in 
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connection with the example that was given in this letter 
of absorption naphtha. I do not know whether the writer 
intended to convey the impression that I do not believe is 
correct, whereas I understand this letter, the writer eee 
making a point that when he added the sales that were sales 
tax exempt to the British American because of the fact the 
British American themselves report the tax on this selling 
price, did he imply that because of adding all those sales, 
the sales tax exempt sales to the total that it only made 
4.14, or did he want to show an example that in this case 
there was no sales tax whatever paid by the Imperial? 

foo not know so I just want to point that out so the 
Commission will understand that example has nothing to do 
with sales tax. It merely points out that in the ease of 
the company that has a sales tax licence. with the Dominion 
Government that that company can purchese from another 
company on this licence without paying any sales tax at the 
Time of purchase but must pay the sales. tax at whatever 


rate that company is bound by law to pay at the time it 
makes the sale itself to the public. SOE Co note rnne 

why this matter of absorption naphtha was brought in here 
unless it was for information purposes. 

MR. NOLAN: All I was attempting to do was to 
reconcile the fact that 8% appears as 4.14% in the statement 
which we presented to the Commission, and that is caused by 
the fact that certain of the gallonage is sold ex tax so 

the average is not 8% over all the gallonage Nee 4.14, 

Now, on June 23rd, Sir, we put in a statement of our fixed 
capi tal eaten and other capital employed by the 
marketing department and, pcrhaps, you will remember that 

at the time th.t that was put in it was explained that the 


figures as to depreciation were correct and were taken from 
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our books at Sarnia. However, a special statement was 
prepared by Mr. McGrath, which met, I think, with Mr. 
Cottle'’s approval, covering depreciation on manufactur ing 
investments, using the rate of the depreciation in 

effect for the year 1938. Perhaps you do not remember it, 
Mr. Chairmen, but there was a statement prepared by Mr. 
MeGrath on manufacturing in respect of depreciation, at the 
rate of depreciation used in the year 1958, not taken from 
the book but taken at that 1938 rate. We have prepared, 
sir, some copies of our capital investment in the marketing 
department, based on the rates of the depreciation during 
the year 1948. We did that to make our statement of 
marketing. depreciation comparable with our state:ent on our 
manufacturing depreciation. Now, the facts are that our 
net profit in direct marketing operations in Alberta for 
tie year 1938 as disclosed in the evidence at page 9813 


was the sum of $311,594.24. 


THE CHAIRMAN: What page is that, please? 

MR. NODA: Pace 9s. 

THE CHATRMAN: Have you got the Volume? 

MR. NOLAN: It would be Volume 85. Page 9813. 


(Page 12,925 follows.) 
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THE CHATIGIAN ; You are reconciling the 


capital position there stated with regard to market~- 


ing? 
THE CHALTRLIAN : With the capital position 


stated somewhere else with regard to refining. 

Mimo NOLAN; Yes, manufacturing, and 

at this page 9,813, we show a profit of $11,594.24 and 
that profit would mean a net return in 1938 of 8.46% on 
the depreciated fixed capital investment and for capital 
employed $3,661,634.93 as indicated in this statement 
which I am now filing. The point I gn trying to make 

is this, sir, that the return, the net return is 8.46% 
on this new basis as compared with 9.7% based on the 
depreciated value taken from our books and put in by ur. 
Halverson at page 9,815. 

THE CHATRuAN : what are the lixhibits which 
are dealt with, ir. Nolan. This will be Exhibit "580"? 
MRe NOLAN: Yes. 

THE CHAIRMAN: Now what ixhibit does 
Exhibit "580" reconcile. 

MR. NOLAN: Yes, if I can get that. If 
VOUsWiL ULOOk Op eeu oih O27 sais vouowl hs Tinde inet 
this new statement which is now being marked as ixhibit 
"580" has reference to Exhibit "327". 

THE CHAIRMAN: And Exhibit "427" deals 
with the capital position in connection with marketing? 
MRe NOLAN: Yese 


THE CHALNWAN : and what is the Exhibit 


dealing with refining? 
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ine NOLAN: You will not want that, 
Bir. All we are doing is making the marketing’ stute- 
ment conform with our manufacturing statement. If you 
will look please at Exhibit "427" and "580" you will 


find that they are the two which refer one to the 


other. 
(STATIMENT PRODUCED HERE 
HARKED AS iXHIBIT "580"). 
wre NOLAN: Now sir,l asked for in- 


structions as regards the reduced price schedule am 
as you remember it came into effect on the 9th of July, 
and I am instructed to say, sir, that the Imperial Oil 
revised the Alberta price structure because of the large 
number of points at which it has been necessary for the 
company to make allowances indicated, that it was no 
longer compatable with existing marketing conditions. 
The reductions in prices of farm products were also in 
Line with the policy reviewed by iwr. Halverson at pages 
5 and 6 of Hxhibit "S15" at the Hearing before this 
Commission. The posted prices in the arex tributary 
torvune, Calgary refinery have been bused on prevailing 
rail rates but allowances have been necessary to meet 
actual market conditions. The new price structure 

will in the opinion of the Comvany at most points more 
accurately reflect existing conditions. 

MRe FRAWLEY: First of all the reference 
Mre Nolen is making is to Hxhibit "549", the new prices 
effective the 24th of July, 1959. 

THE CHA TReAN: ixhibit "549". 

MR. FRAWLLY: Yes my Lord. Now wire 


Nolan, just listening to you read that, would you say 
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the new price list Exhibit "549" was not made in con- 
templation or having any regard to the anticipated 
lower freight charzes which may come about as to the pet= 
roleum products. 
WwR.e NOLAN: I think it had very little 
to do with the new freight charges but at the request 
of Mr. Cottle,-I have not mite finished, I made other 
inquiries as to the reason for this new revised price 
list and the reply which I received was that the new 
prices effectve in Alberta are as iirs Cottle Qssumes 
adssigned to meet the estimated trucking cost; also to 
eliminate allowances at most points where these have 
been in effect. To accenplish this we reduced the 
posted tank waggon price of Acto Gasoline and Tractor 
distillate 1 cent per gallon ex Calgary and based prices 
throughout the ba:snce of Alberta on Calgary plus es- 
timated trucking rater where same were lower than to- 
day's rail ratese With the exception of Calgary City we 
added 2/10 of a cent per gallon to this basis to cover 
interstation transfers» There was no reduction in the 
posted tank waggon price of Esso or 3-Star Gasoline at 
Calgary. However, at points outside of Calgary whezve 
estimated trucking rates meant a reduction of more than 
2/10 of a cent per gallon below prevailing rail rates 
our posted prices on Hsso and é-Star were adjusted accord- 
ingly. 
Now I think that makes it 
clear, lir. Frawley, that it was not on the basis of the 
new rail rates that we brought these into existence. 


And then I was asked, sir, 
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to make a statement to the Commission in respect of the 
jobbers of the Imperial Oil and I have a communication 
from Mr. Halver3on. He acknowledges receipt of my 
telegram in which I requested for the Commission's in- 
formation certain, more information regarding jobber re- 
lations and lir. Halverson says; 
"as I testified Maple Leaf Petroleum Company 
"Linitsd is a subsidiary of Imperial Oil, 
"Limited. <Any of the jobbing accounts we sup- 
"ply are free tn purchase their requirements 
"where they desire. This includes wticColl- 
"Frontenac, whose contract with us expired on 
"June d0th and with whom no new contract has as 
"yet been negotiated. We have no control directly 
"or indirectly ovei1 any of the jobbers we supply 
Win Alberta with the exception of the Waple Leaf 
"Petroleum Company, Limited." 
And Mr. Halverson closes with the remark that this in- 
formation was submitted by him in evidence during the 
time he was before the Commission himself. 
THE CHALRiwIN : Yes, oUt as lLurecell hiv. 


Halverson did not discuss the contractual relatioaship 


of those jobbers. 

MRe NOLAN: No. 

THE CHAT RMAN: He saya iscColl-Frontenac 
contract has expired and has not been renewed which 
may be a matter of 24 hours, but he does not say any= 


thing about any of the other jobbers. 


MR. NOLAN: He says, and it doses not 


effect what i3 said in the submission, "Any of the 
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jobbing contracts that we supply are free to purchase 
their requirements where they desire". "We have no 
control, directly nr indirectly over any of the jobbers 
we supply in Alberta with the exceptiou of the Maple 
Leaf Petroleun". 

THS CHALuiAN: I suppose he means stock 
control, corporate control. As I recall what we wanted 
specially from him over the evidence that he gave was 
the contract that he had with the jobbers. 

MRe NOLAN: I do not thimk he has any 
but I will get that definitely from hin. 

MWRe FRAWLGY; Yes, I think he might be 
a little more specific about that. He says they are 


free to purchase and that might exclude the existence of 


a contract. 

MR. NOLAN: Perhaps when I get that 

I might just hand it in throughiir. Frawley. 

THE CHA LTRwAN;: I do not know whether that 
means that or whether it means the only jobber we con- 
trol in the sense of owning it is the maple Leaf. 

MRe NOLAN: Now sir, there was an 
Bxhibit put in as Exhibit "326" and I have been furnished 
with five additional copies of that and it may be that 
there were not sufficient copies of that ixhibit at the 
time. 

MR. FRAWLEY: That is quite so. 

MR. NOLAN: And so for the convenience 
of everyone these are the additional copies. 

MRe FRAWLEY: That is this large Exhibit , 
Exhibit "326" showing the spread. 
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MRe NOLAN: Now lastly, sir, ir. 
Halverson went through his evidence and has tran- 
seribed and brings to my attention what he thinks are 
a number of inaccuracies in the transcript. What I 
propose to do with your permission is not to take up 
time discussing them now but to submit them to Mr. 


Frawley and if he agrees that they are clerical errors 


in the transcript perhaps the court reporters can find it 


convenient to change the volumes of the Commissioners. 
It seems to me that would be the easiest way to do it, 
rather than discuss is here new. 

MRa FRAWLHY: Yes and if that were not 
done it wovid not help much if we agreed they were in- 
accuracies» The Commissioners would have to go through 
each of’their volumes. 

WwRo NOLAN; I have six copies of what 
tire Halverson contends are inaccuracies but to file 
this means you would have to look all the time at this 
Exhibit when you were reading the transcript and for 
your convenience I would like, after agreement Dy Mr. 
Frawley, to have the original record in your possession 
changed. 

THE CHATRWAN: I think that might be all 
right, if Mr. Frawley approved, and providing it did 
not effect anyone else. 

MRe VYRAWLEY:; I was. just going to say 
depending on the nature of them. 

THe CHA TRMAN: hire Harvie has brought 
eat something in cross-examination as it was taken down, 
:t certainly should not be changed without his saying 


"T agree that this is an error" and the same applies to 
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anyone else. : 
MR e NOLAN: Yes, lr. Frawley and I 
will proceed on that basis. 

TH CHATRMAN: If tir. Frawley will have 
that in mind. 

MRe NOLAN: ost of them are quite 
minor but he asked me to have that corrected and I feel 
~ should do so. 
ike HARVIE: we have copies of the 
transcript of the evidence and if we were supplied with 
a copy of the corrections we could correct our own. TI 
would like to see that our copies are in due accord with 
the others. 

MR. NOLAN: 1 thane thet Ls aii eins 
THE CHAIRMAN: hajor Lipsett makes a sug 
gestion that I think is a good one in that connection, 
Mre Nolan, namely that you file one copy of your proposed 
ammendments which will be available for everybody to see 
at any time. 

wiRe NOLAN: Yese 

THE CHATRuAN; And if subscribed to -by 
Mr. Frawley after considering whether or not anyone else 
is effected then the transcript can be «amended and in 
the meantime everybody who wants to see what the proposed 

amendments are can. That will be mxhibit "581". 

MR. NOLAN: And these will be the 
amendments as proposed by us and not agreed to. 

THE CHAIRMAN: Yes, merely filaé to make 

it available to anyone who wishes to-look st it. 


(COPY OF PROPOS#D . AMEND- 
NENTS PRODUCED AND HERE 
WARKED AS EXHIBIT "581"). 
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THE CHAIRMAN: Proposed changes in lir. 
Halverson's evidence. 
MRe FRAWLEY: Yes. 
WRe FRAWLEY: Very well. lir. Stanger. 
WR. PLOTKIN: Before that I would like 
to make a statement. 
LEON L. PLOTKINS, having: 

been recalled, stated: 
WITN ESS: I want te file a number of 
Exhibits now. 
MRe FRAWLEY: DO they tie up with other 
Exhibits? 

A Yes, 30me things which have been asked for and some things 
which are necessary. The 1939 spring prices, that is our 
latest. 

MRe FRAWLEY: tir. Plotkins offers as an 
Exhibit, Lion Oils, Limited, 1949 Spring prices, F-0.B. 
Calgary. 
(DOCUMENT PRODUCED HE 
PARKED GAS) EXHIBIT "S82")s 
i Yes, Mr. Plotkins? 
i i copy of our agency agreemeni. 


LIRe FRAWLEY; Lion Oils Limited Agency 


Agreement » 


(DOCUMENT PRODUCED HERE 
bDIARKED AS EXHIBIT "“583"). 


WITNESS: And our consignment agree- 
me nt . 
(DOCUMENT PRODUCED HERE 
WARKED AS EXHIBIT "584"). 


MRe FRAWLEY: The consignment agreement 
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of Lion Oils, Limited, form of agrecment. 

WITNESS: Let me have that. I want 

to say something about it. Mr- Commissioners, I want 

to give a few explanations in connection with our con- 
Signment agreement so that you will be able to understand 
it a little better. This agreement stipulates that we 
will furnish our consignment agents with a definite amount 
of petroleum products and we limit it, according to the 
size of the operation, from $250 to $500; in other words 
to show how, the mechanism of how it works, a man has 


ra 


been dealing with us for some 2 or % years and we get to 
have enough confidence in hin to trust him with §250 or 
5650 or ¢:500, we say to him "We will give you “in the 

case of the smallest’ ©250 worth of petroleum products. 

An assorted stock that will take care of your requirements 
in your district. Now that stock will be* our property and 
all we expest you to do with it a to sel] the goods at 
your prises and replace the goods with the money which 

you collest and keep that amount of stock on hand as 

close as possible at all times.” 

Now the effect of that ar- 
rangement is to eliminate all costs of bookkeeping,- 
checking, auditing, and it also forees the dealers,-~ 
the most importam part of it,~to sell for cash Decause 
if he does not receive the cash hs cannot come in and 
replenish his stock; he camot buy on credit from us 
and therefore he goes out of business and we would pre- 
fer and we do »refer that he go out of business than to 


sell goods on time because if he sells them on time he 


is going to go out of business anyway because his capital 


L. L. Plotkins 
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is limited or he is going to find ways and means of 
securing goods from us by N.S-F. cheques or something else, 
so that the effect of this agreenent is merely to 
assist that dealer to have a stock on hand at all 

times for the convenience of himself; when he is un- 
able to come into town for two or three days, bad 
weather, or if the farmers the customers that he has 
requires some small quantity in the interval. Wow out- 
side of that perhaps, in here, the rest of it consists 
just of safe guards where we recite that he handles 
the goods on a trust basis and that he does not rep- 


resent us in any other capacity. 


(Go to number le, 955 ) 
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And now as I pointed out the main purpose of this 
agreement is to give him stock so that he can better 
service his customers, and the next most important 
purpose is to eliminate all expense, because my experi- 
ence is that in connection with credit sales especially 
in a:small company where we are not as well equipped as 
the lareen company in giving credit and handling and 
administration of credits, and have not the facilities 
available for securing cepital at as low a rate of interest, 
Or, iti.at.elljothat system permite\us to continue: our policy 
elfscibingutorscashionly to: therpublio. 9) [pepermites s 
large turnover for 2 small amount of capital and thereby 
reduces the cost of it to the consumer. When I say a large 
turnover, you will no doubt observe we have a very small 
bere involved and yet we do a very big business if you 
take neo consiceration the small amount of capital that 
is involved in our.operations. 

I alse have here an Exhibit 
which I wish to file. 
MR. FRAWLEY: There is no description. 


You‘had better give us a brief description. 


THE .CHAIRMAN: | ve went a heading. 
Q MR. FRAWLEY: Tell us in a few words 
what it is? 


A: his'is the position of the Artic Oil Company, which is 
one of our jobbers, that they now find themselves in as a 
Seen of the published posted tank wagon price, July 24th 
of the Imperial Oil in connection, with the straight-run 


gasoline and tractor kerosene, two third-grade products. 
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bet Gy Plotkins 

& MR. FRAWLEY: It is a statement prepared 
by the Lion Oils Limited? 

A No, it was prepared by Artic Oils and was turned over to US 
Are vourCsatisfioduiy. waa? 

A Well we have checked it, and the figures in there represent 
the cost. ‘ve know what we sell them at. We know what their 
cost of trucking is. We know what their agents' commission is, 
and the rest is self-evident. 

Q It is a statement showing the results of the Artic Oil Company's 
coceeoese. that the Artic Oil Company finds itself in with 
straight-run gasoline and tractor kerosene, which they pur- 
chase from you, as a result of the new Imperial price, effect= 
ive July 24th, 1939? 

A Yes, atvethe points thatthe Artic Oi) market sin. 

At the points indicated? 
A Yes. 
THE CHAIRMAN: As a result of the 
tipper ShOLL, Ose ee ses 
MR. FRAWLEY: New price! List, Exhibit "549." 
(STATEMENT IN QUZSTION IS NOW 
MARKED EXHEBIT "585") 
THE CHATRVAN : You will be calling the 
Artic O11 some time, I suppose? 
MR. FRAWLEY: _ Well, aoe matter OF Tact. sca. 
THE CHAIRMAN: They seem to be busy people. 
MR. FRAWLEY: Yes; Sivjo very well. 
A Now, Mr. Commissioner and Mr. Chairman, I want to give you 


the effect or the reason for preparing this statement. The 


reason and the effect of the results of this computation. 


The reason for preparing the stutement is that as a result 
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of the new published price list of the Imperial Oil 

tank wagon spread, the official tank wagon spread between 
third-grade products represented by third structure gasoline 
and tractor kerosene have been widened more than the pre- 
vious official Imperial O11 tank wagon price list. I fina 
that the Commission was advised a few days ago by the 
Canadian Oils - we will take them as an example to find 

a jobber's set-up - the Canadian Oils will buy 3 Star or 

the equivalent, standard gasoline, for 10¢ f. o. b. refinery 
trom the imperial Oil. They will @iso buy third structure 
PasoOtwie LOruy.cg Irom the Imperiel relinery. Ts tnay 
correct, Mr. Frawley? 

MR. FRALEY : Yes’, that is Correct. 

A Now, that means then the Imperial have made a differential 
of 8/10ths of a cent a gallon between standard gasoline and 
third structure, which in my estimation and to the extent 
of my experience represents anproximately the actual 
difference in cost Of producing these two products. 

Q MR. FRAWLEY: Theat Tew. Oh: Dw rei eri? 

A Eavouwo. refinery, "We find however the’ ofPicial price list 
has the effect of forcing the other companies if they follow 
of making as much as ae or 4¢ spread between the two produsts. 
In other words, third structure gasoline will go on the market 
at a considerable loss to the companies coneerned including 
the Imperial. Now, when I say that I have particular refer- 

ence to Exhibit "576" that was introduced this morning, and 


which has a foot-note which says *Note: Our total direct 


expense for operating 279 ccmmission stations in Alberta 


sie) Nash ele averaged 2.19¢ per gallon as per our EXD DL GON Sia 
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Page 11." Now that is the average over-all, gocd stations 
and bad stations. The bad ones as shown in this Exhibit 
go right up to 3.35¢ per gallon marketing expense. Now 
this Exhibit of the Artic Oils shows the margin of profit 
Out of which the Artic has to take care of the following 
items. Shrinkage when sales are made to dealers. Of course, 
shrinkage is not only shrinkage in the form of evaporation, 
but it is a big shrinkage in the form of the difference 
between the temperature ot which the Artic Oil purchases it 
and the temperature they sell it at. In other words, goods 
are sold by independent companies on an average, not on the 
scale - and that is another thing that I © not believe has 
been brought out in the Hearing. The major companies as a 
general rule, their agents sell gasoline and any other liguid 
products on the weight basis. They have scales at their 
various bulk plants and they fill these barrels and weigh 
them and determine the amount of gallons or quantity of 
gallons by relating the weight to a weight table which I 
think is furnished either by the Dominion or the Provincial 
Government. I think the Previncial Government. Now the 
effect of that is to increase the price to the consumer 


if you compare it with the basis that the independent companies 


sell at, which is the wlumetric basis of sale. In other words, 


the Imperial Oil agent =t a given puint when he sells a drum 


and says it weighs so much relates it with that table and it 


means he is selling that farmer that barrel of product at 


60 degrees temperature. He relates it back to terms of 60 


degrees. But when any one of our customers comes to our 


maker N 2 that gas i u 
Edmonton or Calgary station, we measure that gasoline through 
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@ Dominion Government inspected metre and we give him 
an actual galinn of so many cubic inches as called fOr 
by law. 

Q THE CHAIRMAN: Why should not they be 
the same in all instruments are accurate? | 

A I am going to explain why they are not the same. I will 
give this as an instance because it has a bearing on 
marketing. I found that cur Fdmontun station sales were 
growing and were growing out of proportion to what we would 
normally expect. In other words, we were not selling very 
much cheaper. Our service was not any better and the sur- 
ruunding circumstances of our sales did not give any reason 
for the farmers or vonsumers rushing to our station. But I 
foimd they did’rush to Lhe station, and so I began to 
investigate to find out what was the trouble and why should 
they prefer us, everything else being equal, to some other 
company, especially when we had one company flanking us on 
both sides. After a certain amount of investigation I found 
our tanks which were under-ground, due to the fact it was at 
one time a luw slough and which had been filled in and the 
gruund was very moist and cold and our tanks never went up 

the hot of the summer, So that when the 


above 40 even in 


farmer came with his drum and filled it with the metre, if 


he left the drum sitting for a couple of hours, his drum 


would over-flow. In other words, we filled his drum and he 


claimed and no doubt he did get better measure. We had no 
means of discontinuing or doing anything about it because 
the law forces us to have our metres inspected once a year 
at least, and the Government inspectors and Lepartment of 

Weights and Measures colies around and inspects our metre. 
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We are still selling by the volume and not by weight. 

Ye have built up a big business in Edmonton comparatively 
speaking and in Calgary due to that fact that the farmer 

is getting more for his money, even thoughihe is only getting 
a gallon from us and he is only getting a gallon from the 
Imperial. But the difference between the Imperial gallon 

and our gallon is, ours is on the volumetric measure, whatever 
the temperature may be of storage under-ground or above-ground, 
and with the Imperial or similar companies where they operate 
on the scale basis, they get gasoline at 60 degrees. TI may 
also mention that that possibly does not give them that much. 
It has a tolerance as permitted by law. Very small, but in 
45 gallons it might amount to a quart or two quarts. So that 
when the farmer buys at one of these bulk stations, usually 
he gets less in volume. That is one of the things that the 
Artic Oil have in mind when they say shrinkage when sales 

are made to dealers or consumers. Then they point to shrink- 
age allowed a consignment agent. It is the polley ofatne 
Artic Oil where they have stocks in the country on a consign- 
ment basis they allow their agents 1% and that is the cost 

of doing business insofar as the Artic is concerned. 

THE CHATRV AN: Are they ycur jobbers? 

They are our jobbers in respect of third grade and kerosene. 
We do not sell them standard gas nor Ethyl gas. They buy 
that from the Texas Company the same as we do. And then 
another item with them is bad accounts, because they do an 
orthodox business. That is they give a certain amount of 
credit and carry on in the ordinary way. Then another one 

is drum losses. In other words, they have a marketing 


expense in connection with the investment, and depreciation 
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Of drums. And auother one is the regular over-head 
administration and so forth and taxes. If we take all 
these items into consideration and deduct them from the 
margin, I am going to read and weigh them against tie 
costs of doing business of the Imperial, and the Commission 
can draw its own conclusion. I will take a few items so as 
not to,take any more time than is necessary. 

Calgary, the Artic buy 
third. erede rom us and pays 9.125 Pf. oo, bP. Our relinery, 
volumetric measure. In other words, we do not sell at 60. 
The cartage is .25¢ or a =¢ @ gallon. Agent's or dealer's 
commission, the Artic apparently pays on the same basis 
as the major companies <¢ a gallon. 
THE CHATRMAN: What is the effeot of this 
volumetric system, supposing a case in which the tank is a 
vertical tank and not in a slough, you would be short, what 
you put in the barrel as compared to the 60 degree tempera- 
ture determined by weight? 
You could be. 
You have just one case where you are in a slough? 
Yes. 
Which does not help us much considering Alberta? 
Tetp te true, out Iv°am going to sive you the seneral 
experience so that you can weigh that. On an average 
under-ground storage does not rise even the hottest part 
of the summer, due to the regulations that are at present 
in force in Alberta where we have to bury these tanks 


with at least 3 feet of dirt on top of the tank, the 


temperature never rises above 60. sin other words, where 


the ground is very warm, under certain conditions, sand 
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where the heat is reflected downwards to a greater 

extent than other soils, the temperature to my knowledge 
and experience, we will never find the gasoline at higher 
then 60 degrees. So that no matter where the location 

of the tank and no matter what conditions in under-ground 
storage, my opinion is that the farmer or consumer will 
get @ full gallon at 60 degrees at least, but in most 
cases the under-ground storage never rises above 50. 

There is moisture in the ground and that keeps the tank 
level, my experience is, the average is around 50 in the 
heart of the summer. In the winter it goes down to as low 
as 50, and in certain cases probably down to 20 but never 


below. 


Amongst other things you say out of under-ground storage 


& 


the farmer or the consumer gets more for his money? 


A Yes. 


Q Than where he is taking the oil in the summer time out 
of vertical storage? 

A I am coming to that. 
Is it a fact whether you are coming to it or not? 

A Yes. Except in the dead of winter when the temperature too 
is below zero or below 20 and then the condition is 


reversed. He will get more if he buys on the volumetric 


measure from above-ground storage than he will from below- 


ground storage. In vervical storage in the summer time 


in the heat, as at the present time, for instance. 


Q Yes? 
MR. FRAWLEY : That would be a good 
description. 


TH? CHAIRMAN : Yes, and that is why we 
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are going to finish today our public Hearing. 
A TEHOpePsO 7 Sir. 
be are’? 
My experience is, and I have had considerable with 
respect to storage above ground, is thet the smaller 
the storage the more it reflects atmospheric temperature, 
that is above ground. A 1,000 gallon tank stuck up above 
ground will come close io reflecting the actual outside 
out-door temperature than would the 10,000 gallon tank 
filled with gasoline. For this reason, the greater the 
volume of gas in a tank, depending upon its construction, 
its height, and the comparatively less time the sun and 
heat of the day has to penetrate in the bulk of the product. 
In other jwords, due to our climatic conditions here wh re 
the nights are very cold, the greater part of the time is cold 
and the hot weather has not sufficient time to penetrate most 
of the eine in a big tank, and the temperature will vary 


in tanks according to tne size of the tank and the amount of 


@asoline in the tank. So that there is no:set rule that I 
can give the Commission that will reflect the difference 
between an under-ground tank and an ebove-ground tamk but 

I will say this that at no time to my experience have we 
measured our tanks at the refinery above-ground and we have 
them all sizes from 1,500 to 100,000 gallons, where the 
temperature was above 80, to the best of my knowledge. 

If we were selling a farmer out of one of those small tanks 
where the temperature was 80 the farmer would be getting 
1% less in that connection than,if he was buying streight- 


run gasoline 62 gravity, because depending on eravity, 
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the rate of contraction and expansion is not the same 

for all petroleum products because the denser the product” 
the less contraction. So where he buys at the average 

bulk station, Imperial, B. A., or anybody else, that has 
above-eround storage and a 1) 000 orale ,000 2allon tank 
ariety and he buys on the scale basis, the farmer is no 

worse than in the summer time than in the winter time. 

He gets exactly what he pays for according to the way 

or selling Imperial ‘011 or other major companies’. In 

Other words, he is buying gasoline at 60 degrees. With us 

it happens that during the greater, the hotter part of the 

weather, where there is greater consumption, in other words, 

in the winter time there is very little consumption compared 

with summer, so if he can buy on volumetric measure from 

under-ground storage, he is a little bctter off. 

THE CHATIBVAN: Everything being related 


to 60 degrees and then weighed, surely it gives it accurately. 


r 


He may get an advantage in dealing with you with under-ground 
storage, but an advantage to which he is not entitled. 

tie te COrrect, oOLr. 

Therefore, there can be no criticism of anything other than 


perhaps your generosity that lets them have it, or your 


business instinct, as the case may be.’ But if it is related 


to 60 degrees and then weighed, and the weight taken, it 


would seem to be accurate? 


Tt is. Ll am not criticizing it. 1 6m jvet pointing out 


the difference. ‘We are not generous. It is not a case of 


we wanting to be generous. It is because circumstances are 


such that selling by metre is less costly. 


Than installing the......++s+--? 
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A Than installing the scales and handling all the barrels. 
Now, there is an important factor in a station such as 
Ours in Calgary or in Fdmonton where we sell on an average 
600,000 gallons a year out cf one station, if we had scales 
we would have to have 12 men and we could not take care of 
the business within a reasunable time. ‘With meters we can 
expedite deliveries so that 4 men can take care of it. - 
Labcr is one of the big items in merchaudising, so that 
apart from the question cf fairness or unfairness, the meter 
system does rxpedite delivery, and reduces the cost of doing 
business. On top of that, the farmer or consumer is getting 
a little the edge over if he was buying on the weight basis. 
Depending on the weather? 
A No, at all times. If he is buying it on the weight basis, 
even at this time of year, the hottest part of the year. - 
Q Not if he is getting it out of a small storage tank? 


A small storage tank under-ground, if he is getting it from 


be» 


&@ small storage tank above-grcund, he is going vo suffer. ~ 
The average independent distributor or jobber his storage 


is under-ground as you have been informed during this Hearing, 


Tiehanic I understand you? 

A Coming back to this statement that the Lion Tefinery price 
that we will show some time is even unprofitablo to the 
refinery.’ In other words, 9.125 does not permit the Lion 

Refining Company a reasonable profit.: So even starting with 

that figure and giving effect to the cartage and commission 

margine, the profit at Calgary for Artic Oil that is Left 

to take care of the items I have enumerated is 1.125 or 1-1/8¢ 


to take care off: the marketing cost that the Imperial themselves 
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pay is at the very least, the best they can make it, 2.19. 
find that 2.19 is based. on a depreciated, very low depreci- 
ated value of capital investment of bulk stations and 
merkevinga facilities, 


MR. FRAWLEY: You show here an item of 


cost, f. 0. b. refinery. That is what the Artic pays 

fp Oe loline ry? 

6 eis 

Sete per fal lon? 

Yes. That is the lowest. 1-1/8¢. That is at Calgary. 
Calgary has been for a number of years the most competitive 
point in the province. We come to Red Deer ar} the margin 
Boe (OL almoOgy 26. YOu cote to Lacombe and site. ease 

find that;is the highest of all, 2.40 at Lacombe. At pees 
it is 2.175 and that happens to be the highest of any point 
imetee Artic Oll system, 2.175. Now, my experisnee for tic 
last eight or ten years we have been working, and when I say 
"we", the Lion Oils Limited, and its predecessors, we have 
been adding to our refinery figures 23¢. Not just 6¢ or 

63¢ or 5¢. I have considered and as I say allowed the 
company 25¢ per gallon for marketing costs, and we can make 

a profit. I want to.explain that this 2$¢ was not on the 
same basis as the Imperial allow their jobbers, 6¢, beoause 


I eliminated agents' commissions from my calculations and 


allowed 24¢ to the Lion Oils Limited to market the product 
below the agent's commission and figures and we can make a 


profit of 1¢ a gallon at 24¢. So that if you give effect 


to our present agents' commission of ls¢g, which 1s on 


thizd grade and kerosene, it would mean 4¢ and with 4¢ we: 
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have made a good Die prefit. Tn other words, ir my 
calculations I have allowsd myself 2s¢ for marketing 
plus the agent's commission whatever it hanpened to be. 
We have never paid more than Oe @ gallon on third gerade 
and kerosene. That was one of the reasons we had to go 
into the country farmer and get them to work for us for 
less money than the other companies!’ agents worked for. 
z¢ is the smallest that the company can operate on, and 
it has to be very efficient in order to make a reasonable 
profit on that voasis. So that when the Imperial through 
this present posted tank wagon price allows a margin - 
because after all when they post a price the other wmmpanies 
more or less have to follow and tne effect of the Imperial 
posting a-price is to set a pr.ce for the other companies 
at which to sell at, and I notice the price they have set 
allows in a good many cases only 1ls¢ for marketing costs 
including the agent's commission of 2¢. So it is obvious 
it cannot be done. 

Prem Ot Cri taci sincere 
Imperial for doing that, but I want to point vut to the 
Gommissicn that the Imperial has dene that from a competi- 
In other words, they have placed them- 


tive standpoint. 


selves in « position uf where we along with the other 


indenendent companies have set @ price on third gerade 


gasoline and keroseue f. oO. b. vur point of refinery oO 


distribution and alluwed natural condivions to set the 


selling price to the consunier throughout the province. 


: : ° ol + o 
In other words, when we set a price of 125¢, we will take 


for example at Calgary for our third grade gasoline, what- 


tedvc at. 
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ever the cost of transportation is by. the most efficient 
method that the purchaser can find, and whatever the cost 
of marketing is by what competition allows that dealer, 
the laid-down cost at any given point in the country in 
Alberta will be as low as conditions for the time being 
exist permit. As a result of the workings of this natural 
law, the Imperial found themselves in a position where 
their agent was quoting we will say 16g for third grade 
and the dealer that wes buying from us could lay it down 
in the same point and sell it to the farmer and deliver 
in small lots for 14g. There was no evil of our own 
because we took in the case of third grade thut applied 
to the Imperial Oil price list in Calgary and deducted l¢ 
to take care of the credit and drums and so forth, but’ we 
did not give the consumer or the dealer, and the natural 
workings of the differential was not as the Imperial had 
worked it out on their price list, but was actually what 


developed under the conditions thet governed at the time. 


To retaliate agains us 
to protect their business and as they want to run it, they 
have for the last two years created conditions that are 
calculated in my opinion tc eliminate us as a marketing 
fectvor, in other words, if the margin of profit om third 
grade and kerosene based on the posted field price of crude 
in Turner Valley is not sufficient for us to pay our bilis 
honestly there is nothing gcing to hanpen except we are 


eoing to be eliminated. 


T want to point this out 
to the Commission now, that if that were not so,whet I say is, 


there would be a corresponding reduction in the price of 
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5 Star and Ethyl. But there is not. of course the 

Imperial can answer as Mr. Nolan has done this morning, 

and I can I think cnornborate it, thet competitive conditions 
Jo not force us to reduce the price of 3 Star and Ethyl. 

But we have to meet trucking conditions ard the other 
conditions and competition forces us on third grade and 
kerosene. I think they did not go far enough, and I believe 
the position is this, that not only might it, but they have 
deliberately created conditions as evidenced by their new 
prices to jobbers and related to the new price list, the 
tank wagon price list, they created a condition that is 
calculated not only’ not to nermit us a profit’ but not ‘to 
permit their own jobbers a profit, so that the demand for 
third grade and kerosene will be less and less, and it will 
preclude any reasonable possibility of refineries springing 
up, what we call skimming plants springing up so that 

Of Course, 


ccompetition will be restricted to cracking plants. 


they will circumvent competition of that kinc. 


T want to ask the Commission 


to take that matter into consideration Seriously because I 


believe that it is going to wipe out our company and the 
other companies unless we are able to compete, unless we are 
aule to combat that, and I think we are going to combat it. 


It is self-evident how we are going to combat it. In my 


opinion we are not going to go out of business. ‘je have to 


eat just the same. We are gning to build our cracking plants 


and when it is finished the same as the Imperial has done, 


we can go and say "Now we have a cracked product, equal to 


% Star or somebody else's gas, but we are not in 6 finances 


position to open up as many stations. So that we are not - 
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ening to be able tn sell our cracked gas on an equal 
basis with the Imperial or the British American. So that 
in order to market our cracked gas, we are eoing to stert 
selling it in the field now covered by third grade gasoline 
av Sepnice suifiolently low to enable. it to supply that ofiela. 
so that the Imperial will be faced with a new situation. 

At the present time, they may 
stilbpopverate profitably on, theivbasis.of) 6 Star end ethyl. 
In other words, they are selling a comparatively small 
volume of third grade and kerosene so that they can hit us 
without much expense to themselves. But the minute we start 
hitting them in their primery market, which is standard gas 
and Ethyl, there will be no escape. They won't make any 
profit. They will have to face the situation. 

Now, it means war. And [I 
know we are the loser in a war because we have not got the 
capital. The only advantage ve have is possibly we can use 


our wits and move ea little faster. 


(Go to Page 12,951) 
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And probably conditions are created where we survive 
in spite of everything they do so that I think that the 
Commission should consider that position very seriously 
because in the first place our company for the first five 
months of this year showed a serious loss for the first 
time in its operations since the inceptiun of the company 
and that serious loss has been brought about by just that 
candition. 
MAJOR LIPSHT?: Is that Lion Oils or the 
Refining Cumpany? 
Beg pardon? 
Are you speaking of Lion Oils or the Lion Refining Company? 
I am speaking of both; for the purposes of profit and 
loss we join both companies so as to reflect the true 
position because after all it is only a bookkeeping  >ropositi 
whother you make it in one sompany or Whether you make it in 
the other, so that, as I say, for the first five months of 
this year we have shown a serious loss and we are going to 
continue to lose money until our cracking plant is finished 
and we go out and market third grade in the price range 
which is at the present time, at least show a good big 
margin of profit. Now I think that the Commission 
should be considering not only the prices being too high 
put it should alse be considering whether prices are too 
low and the effect of too low a price, that the effect of 
too low @ price in my opinion is to eliminate our position 
and that is one of the aspects that the Commission, I 
believe, is concerned with. 

Another thing I want to say is, 


I am informed that the British American is going to disregard 
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the Imperial price list on third strurture and kerosene. 


MR. FRAWLEY: How about on the others, on 


the Esso and 3-Star, are they going to follow them? 

Yes, because there is no change and they are profitable 
but my information is ---- 

Oh yes, there are some changes? 

I am going to show those changes in a little while, that 
the British American, and I discussed the position with 
their officials, consider that that price is ruinous. 
There is no justification and they do not intend to follow 
it and the position for the first time in the Alberta 
field is that we are going to find another major company 
defying or disregarding the Impeial Oil prices and 
experience and time will show whether the Imperial will 
capitulate or whether the British American will follow 
suit. 

MR. FRAWLEY: as the darksy says "That is 
something"? | 

Yes, it is something, that is where the true competitive 
factor comes into play; for the first time the British 
American apparently fsel that that high price which the 
Imperial has imposed is ruinous, is not fair and is below 
the cost of the value of the product to the public. 

MAJOR LIPSETT: That is'the 3 ~- Star you are 
taking about? | 

3 - Star and tractor kerosenee 

The prices of those two you think are too low? 

Yes, considerably too Low at the present time in relation 


to the others. 
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And that extra margins on the others enables them to 

cut the prices of those two products? 

That is correct sir. In the statement which Mr. Halverson 
has submitted you vill find the cost of the competitive | 
discount for the Imperial Oil for the operations covering 
Alberta during 1938 and if I recall them they were 

& 68,000.90. Well now that is a very small cost with 
which to hit an independent possibly because, as has been 
shown, the margin of profit on the operations es a whole 
are sufficient to absorb $68,000.0CO and still show a 

good profit, whereas a company such as ours which is 
operating exelusively on straight run and kerosene, there 
is no other ways in which to recoup and I might say there, 
that we do sell Ethyl grede and standard gasoline but due 
to conditions which have prevailed in this province for 
a number of years, for the last four or five years, our 
company has never been able to Secure a price that allowed 
us more than a 33 cent margin below the posted tank wagon 
price on standard or ethyl. Wow that would allow us in 
effect 3% over the undivided dealer price. Now we have 
found apparently a means of marketing on qa dy ecnts tasis 
and make a good big profite 

Cannot you get as good a price as the Gas & Oil products 
from Imperial Oil? 

Mo, I would not say we could not but at that time conditions 
were such that it was not warranted for us to change for 
the short time; another thing the question of quality 
entered into it but on the average, in fact that is the 


only instance where the Imperial, through the Maple Leaf, 
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did offer us 5 cents but the product at the time was such 
that we felt we could not sell it as a standard grade but 
with the Texas Company we have purchased our standard gas 
and Ethyl grades from them for a number of years now. At 
the present time, due to the olimination of the 3% Excise, 
our margin is a little bit better than 3% cents. I have 
the figures here and will submit them as an Exhibit but 
before that our margin was 35 cents or less and naturally 
We were not able to recoup our losses, whatever they were, 
from the sale of 3rd grade or tractor kerosene on our 
profits on 3rd grade because we did not have a margin to 
work with, so the only time we were able to do that is 
when we manufacture standard and Ethyl grades but at that 
time we will not keep up the prices of Imperial Bones 
of ecnnomic necessity on our part. I have pointed out 

a few minutes ago that we have not got sufficient outlets 
in the form of serviee stations and that would be the only 
basis on which we could keep up the price posted by 
Imperial Oil Limited on standard and Ethyl and the reason 
here is that the Imperial Oil, when they decide ona price 
they have in mind their own type of operation, as has been 
demonstrated in this hearing and it provides for all their 
expenses and what they consider a reasonable profit. Now 
that is in respect to Ethyl and standard based on their 
ownership and control of certain outlets in the form of 
service stations which show se marketing cost of so much 
but with us when we get manufacturing Ethyl and standard 
our problem will be naturally different. I have not the 
money e ZL do not feel I can get it, to justify me going 


out and building a lot of service stations and if I did I 
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might be stoppec at the present time by the Provincial 
Government refusing to grant me the licenses because 

they would say I would be duplicating existing facilitics 
but I have no such intention. L'do not think it ts 
necessary for us to go out and build a lot of service 
stations so We will be restricted to selling our Ethyl 

and standard gasoline to the market where it does not 
require any investment and that means the farmer and to 

the dealer who is already established with his own outlet 
and his own facilities. Nov tn do that we will not need 
as much a profit. We will not need nearly as much a 
spread, so that we will in my case, I will sit down and 
calculate what my probable cost of marketing in that manner 
will be and I-will add a profit to it which I estimate I 
want to make aceording to conditions and I will set my 
price accordingly. Mow I have no doubt that that will 

be lower than the existing tank wagon price. Now what 
will happen then will mean that our price will be Lower 
and while the Imperial oil at the present time is cutting 
up with the independent companies in that they are now 
basing their price lists, at least in the main, on actual 
competitive conditivuns Me represented by truck distribution 
as against reil distribution, they will then be faced 

with a new problem. Trew ETE be faced with the problem 
of companies such as ours going cut and disregarding their 
posted tauwk wagon prices for standard and ethyl because 

we will have to market under different conditions and most 
likely at less cost. Now on the face of it that is what 
{t looks we will be doing but actually we will not be 


@ble to do that for this reason, if we go brazenly and post 
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a lower price we will be in the same position as we 

are now for third grade end kerosene. They will 

go lower, why, because they are not going to stand 

for us changing their price and we will not be person- 
ally able to enforce it, so that to actually take care 

of the situation ard still sell it at a lower price, 

we will do what we are doing now with service stations, 

we will post the same price as Imperial but we will 

use the difference between what we would sell it at if 
there was no one to interfere with us and what the 

Imperial price list shows, to go out and get business; 

in other words if the price we feel sufficient for our 
requirements is 14 cents or 14% cents as against 164 cents, 
we will have 2 cents with which tr go out and encourage 
Somebody to start up in the service station business or 

to put a bulk station or to start up in the jobbing 
pusiness so that you will have duplication anyway and it 

is only by duplication that competitive conditions are 
given effect to; in other words, you will not put anybody 
out of business unless he br3aks himself and the only way 
he ean break himself, outside of the big companies which 
have enough capital to stand a loss ina given area as 
against their entire operations, the only way an independent 
jobber or a local company can break itself is to go out and 
put up service stations or bulk plants which cost them, 
including the marketing costs. more than they are able to 
get on the market and when that condition arises they have 
to close up and no legislation is going to help that and 


I do not conceive of any condition that the Government can 
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impose which will accomplish that so that I am pointing 
that out because I think this is the proper time to show 
the mechanism of prices and to come back to this third 
structure and kerosene, if we sell our standard gasoline 
and our Ethyl at what in effect will be at lower prices, 
while we may, it is the same price, the Imperial will be 
bound to meet that competition, the Imperial or anybody 
else, so that they will be back to the point that they 

are now with 3rd grade and kerosene, in other words, in 
the next two or three ysars or maybe sooner we will have 

a repetition of the condition in erg grade and 
kerosene field, in the Ethyl and standard fielde Now 

we have been abls, the independent companies and the 
jobbers, have been able to bring dotyn prices; apart from 
the Turner Valley situation, considerably on third grade 
and tractor kerosene, due to the factors which I have 
enumerated and it is only today, on July 24th, that the 
Imperial finahly recognized the situation and got down 

to a competitive basis and went a little further. Now 
they will have to do the seme thing when it comes to 
standard gasoline and Ethyl. 

MAJOR LIPSETT: What would be the advantage or 
disadvantage, Mrs Plotkins, of some such system as limiting 
the margins that vould be charged between these different 
grades of gasoline, that is to say, that there should be 

a fixed spread as between third structure and standard 

and betwoen standard and Ethyl; if a company thinks 

that their price for third structure would be ten cents say, 


and with s reasonable profit and a reasonable cost of manu- 
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facturing the next higher grade should be allowed a 

certain rate by way of spread, what Go you think of that? 
Well, Mr. Commissioner, I am opposed to any fixing of any 
Spread or price for this reason. It is not saand. It will 
not work out. That is my experience, now for this reason, 
thavwig you dosfixvavregradetorsifeyouwmo Tix a price andr 
am a newcomer end want to enter that business and the reason 
I want to enter that business is because I believe I have 
fignred out a way to do things better, cheaper, less cost; 
in other words, Suppose I found the cost of marketing at 
the present time under present conditions is 4 cents a 
Beationsorves?, Imperial, and iciigure Lacan coiiiporya 
cent and the only way I csr benefit and make anything by my 
discovery Lip ab works out that way, is to give the benefit 
to the public, why, because if the law says that I must 
sell at the same fixed spread or the same price-as the 
other fellow, well my invention is no good to enybody, not 
even to myself. 

You are talking about marketing but I was rather talking 
from the refining point of view? 

Oh, the refining, well now-the refining, there is going 

to be no trouble from now on with tkat. I do not believe 
the Government or the Industry will have to worry from 

now on as to the relative spreads of products at the 
refinery; “or the first time in 25 years in Alberta, the 
Imperial has got down to a sound basis, f.oobe refinery 
price, and if we can eliminate them from fixing prices in 
the country, then the refining condition will and the sale 


price of.the relative products, will take care of themselves 
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because the jobber and the marketer and the public will 
buy where they get the most valuc from any one product; 
in other words, at the present time the Imperial has 
fixed a sale price, which they have a perfect right to 
do, at the refinery; that sale price in my estimation 
is what they believe is going to allow them a fair profit 
and that is a sound basis to work on. 

Q Does that fair profit which you talk of, does that apply 
to the third structure? 

A Yes, at the refinery, 9.2 as against 10 cents, it is 
certainly going to give them a relatively equal profit 
on both products. 

Q THR CHAIRMAN: Thon what is it all about, 
if you have rogard to whether or not a product is too 
high or too low, then, you say we should be concerned 
with whether or hot it is too.low.or too high? 

m2) Yes. 

Q And you tell us there should be no intervention at all of 


any kind, that competition should have full and free play? 


A YeSe 
Q Now what point are you making with us, to be é¢lear on it? 
A Well that seems to be a fparadoxos The point I am making 


with you is that if we can create conditions in Alberta 

by eliminating certain legislation that I have referred to 

in the beginning of this hearing which will have an effect 

of putting everybody on their own, no privileges to anybody, 
all of these matters will take care of themselvos because 

if the price of crude takes care of itself and there is no 
control in the Valley and there is no sontrol as to marketing 


practices, it is self-evident that the Imperial will not fix 
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prices in the country. They will be just aontent with 
fixing prices at the refinery door for wholesale and they 
will lease out their bulk plants and lease out their 

Service stations because they cannot market as efficiently 
as the independento 

MRo FRAWLEY: And they will stop publishing 
these price lists? 

Yes» 

And what will make them do that, in a word? 

When it is unprofitable to control the price. 

And what will make it unprofitable to control the price? 
When they no longer control the Price in Turner Valley. 
What price in Turner Valley? 

The crude price. 

MAJOR LirsEeTT: Well, who is going to alter that 
if there is going to be no Government interference? 

There should be Government interference in one place and only 
one? basically the Government must of necessity, due to 
conditions ovor which the industry has no control, regulate 
production and practices; having done that and seen that 
there is no waste, both pnysically, and in the handling 

of the crude and in the producing of it, if their funetion 
stopped there, the industry is better able to take care of 
s#seLf in problems than the Government is and the public 
Will benefit to a greater extent than if the Government, 
through Commissions, that is,what I mean by that, Publie 
Utility Board or some other Board at Edmonton, or at Ottawa, 
attempts to regulate conditions, competitive values and sc 
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Just a minute ago, Mr. Plotkins, you wers telling us about 
the loss you had sustained for the five months? 

Yes >» 

And that it should be eliminated? 

LeSo 

Because it had peen only on third structure? 

YES o 

Now you are putting in a cracking plant to make a different 
product? 

YeSo 

And what is to prevent one of the bigger companies with 
units all over Cenada from applying the same practice, if 
there is no Government interference here, to your new 
products for such time as it is necessary to completely 
ruin you? 

Nothing except I would like, my experience teaches me that 
I ean face competition no matter how big the sompetitiva 
is because I can use ingenuity in finding methods which 
will reduce my costs and still meet their competition at 

So prory bs I may not do it immediately; for instance 
we lost money for the first six months but forces are 

at work in our company to try to create conditions for 

the Imperial and others where we , even at them prices, 
can operaté at s profit; in other words the natural 

law of "breaks", in our ease or anybcdy's case, necessity 
is going to force us to devise ways and meens of overcoming 
our difficulties. 

THE CHAIRMAN: Given time your natural 
ingenuity will show you ways to meet them no matter how 


big they are? 


$HaCs Be seit lat seclct 
bias on acritat ose ee Kone Ep gs ORAM 29, #8 = a 


Tragaenm . . ; 
ogi nadten yeh: fat Nie Eth. Sbadawe -eae- “aT 960 24 30, id: . 


POR A ao 
onbestesickis tod laine sls 3 ag Sc Pg, - 


2 ee 
— 
_ Sree 


be od 
7 = a 


rd 
4 
ea RAY 2 AEetS re pve Det hae. SF “ : 
& 
9 


eS Tt 
TS5L & 
it} -3> tapadigwoy = dae Gases | > 
SE et 35 25 9 2-426 pao Pdtseaers O42 ft ee OAS “" 
 .2king & 4 tae : 
2 en 08s 2° AT gibe lige canst oshonehceres Df8.tt2 ay. 
? . % - "7 . 


ho US Sa odas eampayaD oly m+ Oedqy 
‘ 4-3 A) OS) GSR Saat ee ChE eae ogi t thas Oe, a Sa 


Behe Clay 


ote Res gm S e a « 
eS 3 “Ji: +. "Win fre os --s “Ei - OF : 
Tr = ~—s £ aod =a zr se gs g wi z ae barre . ah ne i 
ti tesmes ate. acer VIC Sars c 2 : a + - 
, 45 te 2 S378 08 soit itoanoge Sher SES 


Oia" ci Svck augpaie St SeRthoss? sen eect seuened at 
- uititsiecs tistt goag ifiae Bae adgos qm squhex eee 

sense snk wey :Zintathonm: FE 05 ton gan I gei8 ona ‘ 

pa’ soon ys (24 20s “be dani) oat soe Yate FECES So 

ani 2 Laphkteie 2 Saee59 a Be oF “etema arid at ae ee : 

. eyes a Oy g 82229, odio. iy periercats cart 
ce Rioiccbohadpaibaaienntneise 

acataare hleiiaiie PRA 


C-3 
le - 12,962 - 


se* Lyre” PhLotkins 


A No matter how big they are. Of course it is true that 
they might keep it up. 

@ The bigzer they are the harder they fall? 

Well T would not say that. 

@ M&JOR LIPSBT?: why should not that condition 
of no interference Wiping out the weaker men, why should 
that not apply to production in the same way? 

On the face of it that question is quite reasonable. 

Q MRe FRAWLEY: But only on the face of it? 
Only on the face of it because production is a natural 
Yesources The Lord put it in the ground. Yature 
caused a lot of oil to be accumulated in Turner Valley 
and unfortunately unger our present economic system 
everybody can go out there and drill a well, whether they 
ean See a profit or not because they can do it at the 
public expense and as a result of that condition they may 
bring out all kinds of crude, more crude than the market 
can normally absorb and the naturel law of forces, the 
natural causes will naturally regulate that but at too 
great an expense to the public; in other words, that 
condition will right itself becsuse if they cannot sell 
their crude they eannot get money to go ang drill but that 
is too great a cost to the public and to the industry and 
the industry is entitled to consideration in Turner Valley, 
so where there is a natural resource that can be tapped 
at will and in the first place belongs to the country, 
there is a perfect right, both froa a morel standpoint 
and through an economic interest to regulate the productions 

Q MRe FRAWLEY: You do not think then with some 


people, if you regulate thet production that the scell 
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fellow is just going to be on his way out ard then 

just the leading companies are going to stay there? 

No, it all depends on how you regulate it. 

THR CHAERMAN: You do not by any means go 

the length of subscribing to Mr. Frawley's common pool? 

No I do not becugse conditions teach me, that is my 
experience or the conclusion I can arrive at, that there 

is no such thing in Turner Vailey in respect of the 
structure but I do subscribe to conservation because I 

want to see the Oil Industry in Turner Valley at the 

lowest possible cost, which means the lowest amount of 
physical energy to get it out of the ground and into the 
channels of market. 

Now you arse predicating all of this on the theory that 

the Lord put this into the ground? 

Yese 

Then why should anybody have any special interest in it, 
why should it not be restricted by the Government for all 
people and not for Lion Oils or any other company, on your 
own theory? 

Yes, well Mre Chairman, it sounds all right but it does not 
work out in practicee You say why should not the Government 
bring the oil out and market it because the Government has 
shown in the past that it cannot do it as efficiently and at 
as low a price; a cost, as private activities can do it. 
Now that is the answer; in other words, if the Government 
attempted to produce crude under the present condition with 
the prospects of crops, the cost of refining and marketing, 


and the one hundred and one different things, they would 
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have to train staffs, they would have to get men who 
are able to weigh all the problems which enter into 
the production of Petroleum Products as against the 
competitive forees in other sections and I do not 
believe --- 

You say the people are sufficiently sharing in that 
naturel wealth by the royalties which the Government 


get from those who do produce it? 


( Go to Page 12,965 ) 
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No, they do not only get relative to Turner Valley crude--- 
And taxes, of course? 

But Turner Valley brings into being wealth that is a benefit 
to everyone and we want, at least what my contention is 

that that wealth has through legislation been concentrated 
in the hands of one company, and if the law ean be changed 
where the condition is created, or prevented rather, where---- 
THE CHAIRMAN; You have to be gGonsistent, 1 
Suppose. At least you want to be, I suppose. You have not 
B00 Go. be. You said there 26 to ve* only onetime tance oT 
Government intervention and that is to see there is no waste. 
New, if there is no waste it dcés not metter whether 2% i 
one company or twenty. That is the whole question is waste 
or no waste, no matter whether it is one company or twenty 
boagy tekes 1b °0uUu of the @round? 

Teac would be Tient, Sir, if you only took inte congiderat ia 
the question of waste. But in the marketing you also are 
concerned with the price that the products move to the 
consumer. So if you coneern yourself at the other end wii 
price then you must take into consideration is if benericial 
to tae consumer for one company to extract the oll 1n Vurne, 
Valley. 

I am talking about what is in our Commission. I am talking 
about your own submission. You rather stressed there was 
only one instance in which it was proper for Government 
intervention and that was to see there was no waste. 

MR. FRAWLEY: And hands off everything ¢lse. 
Tat is your submission? 

No, 1 did not mean that. 

TH CHATRMAN : Well, we will hear what you mean 
when we ccme back. 
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I have another statement to present. 

MR. FRAWLEY: Aer en ts 

That is a comparison of the old tank wagron prices with the 
new tank waggon prices and the amount of change at the same 
points of the Artic Oil Company and a general explanation. 
MR. FRAWLEY: A&A statement is produced showing 
the effect of the changes introduced by the Imperial on the 


24th of July? 


Yes. 
(DOCUMENT IN QUESTION IS NOW 
MARKED EXHIBIT "5986". ) 

THE CHAIRMAN: ia, thas: Artic: Oils? 

MR. FRAWLEY: Oh 7 DOGmthis 2s) not Artic Oils. 


Wes Pulses preparcd by Artic: Cisse, tim tamihneimiolius 

but the effect is the same on all companies. [I have another 
Priya an article in the "Vethoridge: Herald” sander date wor 
valy 29th, purporting to refer to the dotngs or the hearings 
of this Commission and giving as a basis for the whole Inquiry 
the Government intends to take over the oil business and to 
operate it umier some social system. JI think that article 
Should be drawn to the attention of the Commission because 

it has certain implications that would lead me to believe 

that this Inquiry may only be a fishing expedition on a 
political basis and we should keep that into consideration 

or the. Commission should take that into consideration----- 

MR. FRAWLEY: Keep what in consideration? 

The intentions, or at least the purposes or----~ 

What the "Lethbridge Herala" feels or -thinks? 

No, this ig a correspondent from Edmonton and refers to 


what the Government has in mind and what they may do. 


And egertainly I do not intend to offer it. If the Commission 
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wants to read the "Lethbridge Herald” of the 29th of July, 
Alb yrienh tt 

It goes into details of what it is proposed to do with the 
Oil business and it certainly gives me to understand that 

it may be the purpose instead of being for the publie benefit 
it may be for political purposes and regulating prices. I 
think it should be drawn to the attention of tthe Commission. 
THE CHAIRMAN: You have drawn it to our attention. 
Well, that is all. Now, the next Exhibit I want to refer to 
is a number of pages in "Accounting for the Petroleum 

POW stry by Morland and Mckee. 

THE CHATRMAN: You have it back? 


The Commission accountant has a copy of his om. 


MR. FRAWLEY: We lave. tie “LYSb edition es ae 
understand. 

THE CHATRMaAN: Tet (Le) “ar Oo Ld "one oa ey Oude 
Yes. 


AS we pointed out ome? 

yes. 

What do you have to say about it? 

In submitting our report on refining costs we supplied 

that on the sales realization basis. This book in pages 
18Y am 182 condensed the various methods’ of -arriving™at the 
Cooper products that are procéssed Troma parrel of crude 
oil, and they disagree with the contention that has been 
civen or explored with this Commission, where it was said 
that it was impossible to arrive at the respective costs of 
gasoline against kerosene and so forth. It just gives the 
arguments and the ways---- 

THE CHAIRMAN: What is that Exhibit number? 


This was Exhibit No. 201". 
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MR. FRAWIEY: Exhibit Now "201"; 
THE CHAIRMAN : It is already in and we have now 


your pages. 
Thanks. Well, that is about everything. 

Do not forget to leave it here because it is an Exhibit? 
Yes, I got it benk becamse we had to use it. Now, the only 
thing I have left is Mr. Frawley intended to ask me some 
questions about jobbers. Before I answer him I want to 

meake one correction, itp, Gilbert when he was on the stand 
made reference to trucking and our company being the first 
to enter into truck distribution, and the Chairman made some 


observations in that respect in regard to Great West 


iy 


Yistributors. I want to correct the statement of Mr. Gilbert 


and gay in my opinion the Great West Distributors were the 
first company in Alberta to distribute over a.wide aréa; 

in other words, on a large gcale, petroleum products on a 
trucking basis. 

MR. BRAWLEY: Well, you know, Mr. Chairman, 
most Of the jobbers have been asked their views about the 
place of the jobber in the marketing situation in Alberta, 
and it might be as well at this stage, even before we 
adjourn, to have a concise statement from Mr. ?Plotkins 

SO eS lil | Lao ts a jobber with respect to Premium and 
regular grade gasoline, what his views are as to the place 
which the jobber has in marketing petroleum products in 
Alberta, and whether he serves a useful purpose insofar as 
the consumer is concerned and the industry in general. 

in the, Sirsivolace, having been & jobber for) some elgntror 
nine years, that is buying products in Montana or in Alberta 


and selling them on the market, I feel that it is only the 
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jobber that can really affect the resale value of petroleum 
products, because as between refineries, where the problems 
are exactly the same and the methods of operation are 
Similar, there is a tendency to level off prices. With the 
jobber no such tendency can exist. He has the world in 
which to buy his products and he just pits one market or one 
refinery in Alberta maybe to the refinery in Tulsa or in 
Montana. At one time we did bring in our gasoline from 
Tulsa. In fact, when I first started in the business, that 
Ls"where it* came from: 
THE CHAT RMAN: i Can Vseevune Torce of waar you 
say. Do you think that has any effect where the jobbers 
are tied up a year at a time? 
Il have not come to making any distinction as between jobbers. 
It would not have any application whether a jobber was 
merely another company for a refinery, another marketing 
company. For, BAUIrali vy, waomy .Gese. Or 20 che wmperiaias 
Sasceur, anybody else's*case’ il f aevs a company and” [enave 
Publ up ther money It is only for; whe purpose, OL Selling? my 
gO0ods,° and the only time we sell gomebody else's’ goods is 
when we cannot manufacture them any cheaper, or if we cannot 
buy them as cheap from ourselves as we can buy them s 
elsewhere, And even that company can perform a function in 
the marketing system because there arrives a time when the 
Impérial, for instance, in respect of the Maple Leaf, will 
allow the Maple Leaf to buy elsewhere, to correct a 
marketing condition and it has happened in connection with 
the Maple Leaf. The Maple Leaf, I guess about a year ago, 
the reason they offered us 5 cents ~ I did not qualify that 


statement this morning or earlier in my testimony - that 
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5 cents was conditional on us selling them 3rd grade gasoline 
and kerosene because they felt that we could supply them © 
cheaper or by buying from us they might create a condition 
that would be favourable to them, so that even in the case of 
the Maple Leaf there is times arise that they do perform a 
competitive function. But the only reason the Maple Leaf did 
that was not to give a benefit to the public but was to hold 


us in eheck go that in the end the Imperial, that is the 


parent company, could better control the ;rice of the product. 


In other words, when the Maple Leaf starts to buy from us, 
well, 1t is only for the purpose of putting us in a position 
WRereawe 2Ce mOre, Om lesseobii gated Henn and will be 
IuCabhmed bO [Tollow their tactics; in other words,, to, put us 
in @ condition of servitude. The next thing is the jobber, 
the independent jobber - and when I talk about a jobber now 
i, bavyesia mind only one type of individual orm company thas 
Louloc alin Character, in tact if Alberta ated S:oniy, poss uie 
that the jobber can only be local because the other jobbers, 
through their ramifications with their International or 
national organizations, are no longer in the same position 
As the independent» Logal. jobber because 1 Ipve- no. meang of 
knowing what are their ramifications. For instance, 
Canadiar. Oils with a parent company in the States and 
through the parent company connected with someone else, and 
(hear Geni tice thons,, Dstreat them tor, the, purposes, of 
competition as the Standard Oil Company, even though they 
may not be one. Because I know by experience that Canadian 
Oils will function along certain lines and facts, and as 

they have shown that they can afford to lose ‘25,000.00 
every year for the last ten years and still carry on, and a 


local man could not do that. 90, therefore, they have means 


wy 


: entwtiort Whe! = 


. pot vate 
Pere ere 
Bini ay peat IKse seth 
a Moe wet eal or ‘ aes eke : 
‘ iv ‘ 
' > } ‘ - 
a 
a 5 haa al Cyan a & a my ate ; 
‘ Zan we AE RE atin, ao. os , oy Oe ; Gm 
ER) Jl) Ath she ha wae a tre P i 
+ 4 weet rede. 9t9%: nee 
« 4 & t 2 APE oo @ 7 = es 


SURE ans 


i 
ve 


fk 
= 


ve nas seo gy cep acy eT ee: chs iome rs ciate if 
2 : eae: veins eceiael pie yn aes = 
a ' bh = 
; ¢ i tr = a 
Arincog eet Be bial hy “ 
“ BY aos DinSay manta 9 Fe ce 
. ’ - 
aoe Resi) eit ete 
fe L hse e S 
: . uP ows . . 7 
‘ 7 hoe 7 
F ing! le * . ‘- ' V * ; ' 
ie ace) Sete Peasy eomtien et PINS Ce atti t as 5 F 
rite Gohinet ae Ree eo mae: tains af 4 ey eee Dies a Aid . 
+ 
é ; ke *¥ \ ,; 7 ’ 5 
Se as th a pea tir Sie | Shee 
eee Vat al Loh Gees mete = 
t* ey a pe ae ee ater pect ga? 
; ere 3% : 
7 oe 


55 ot og 


f by 4 


Ver ieee LOUIS? 


available to them of overcoming tie economic condi tions 

and that means we cannot successfully compete with that type 
of competition, and the fact is because they can do that 

they have no effect on the competitive price in this territory. 
If they operated on a strictly independent basis they would 

have to shut up shop. if they did they would be wiped out. 

And, therefore, if they were forced into that condition in 
the industry there would bs opposition created where I would 

get a little more gallonage and cut down my costs, whereas 

if they stay in the business at a loss they prevent the 
industry from realizing a proper profit and in that regard----- 

MR. FRAWLEY: The North Star does not lose. 

While you are eliminatiug these International organizations, 
the North Star have told us that they have not lost money? 
Peemonotwin a position specifically to deal with this, Next 

Ouer because [ did not, hear their testimony. 

MR. PRAWLHY: There may be something else that 

 ecounter-balances it. But you have to deal with them all 
separately? 

I am only talking from experience and my impressions and 

also the fact that at one time the North Star made me a 

proposition when I first came to Calgary, and it was that 

I give them 60% of the stock and me take 40% of the stock and 
herve a marketing company and I couid make so much money. 

Now, what I am driving at is, no major company operating 

on the basis of the North Star can be independent and manage 
their own position where they owe a lot of money or manage 
their own position where their operations depend on another 
company entirely. They are not local, wnat I would call an 


independent jobber. in Other words, they, are supported 
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either through loans ts in the case of the Maple leaf or the 
North Star, or through special privileges which might not 

show up on the face of it, and this agreeing not to pombe 
with them at this point or that point, which cannot be made 
the subject of any contract in writing, or giving them long 
terms on their purchases and so forth, so that for all 
practical purposes the only jobber I am dealing with is the 
jJebber such as is represented by the Great West Distributors 
enw) Ar oies ~ They. have, no one ior support them. ~ aliwhhe y 

do not make it pay thew pass out of the business. The 
Government does not subsidize them and the companies do not 
Subsidize them. That is the only type represented by those 
two in Alberta that I am deaiing with now and I am restricting 
iyViceneeks (to nat type,of yobber. It is proven to my 
satisfagtion because I have been one of them, that \they can 
market at considerable less ccst than the Imperial or any 
Giller Mia iOm company and it is im Dacivpercause they ican 

Merk ete ee ese cost thet they iniiuence prices pecawse 

white ikey Might Met pass .it on in the form of reduced tank 
wasgon prices they do pass it on to the consumer through 

some discount to the dealer®, who in turn pass it on to 

the pubbiec because competitive conditions’ force them to. 
iwionier words, sift Djgivie my dealer better netimprice 

e, ‘Cm bd Refinery so stham he could sell at atrhis destination 
at a less price than the posted tank waggon of the Imperial 
shows, Mr. MacKenzie of the Great West Distributors will 
attempt to compete with me and he will give his dealer, therefo1 
through some method or other, even though it might not show on 
the surface, sufficient to meet that competition. 

THE CHATRMAN: All right. Will you direct your minc 


to the case I put to you, namely, of jobbers who are tied by 


2 eee Ode ia orien 


on sad 


w., Ck. 


Hea 


re + Sa tr 
’ 1 me | 
Se 
eta 4 i 
’ t , , 
: : . roa Fins he re 
ge : , SRS mar Fa ot : 2 f ate rivet Owd 
Fie ERS eee hy seth) gree 1° PRES eSPCUYT LE I. Ud 
‘ . - 2 i a , > es Oe Po sot Ges Para) . 
4 s ‘ . + ee - 
7 


; . 
; 
: 


Agnoty “Ol eee, ae 


= 


; Soy “ 


he Saye 


Toi eREAge 


8 
AO 


See 


. en Fe aoe oy oh pe bay , 
mail. ton. dt ain't ; * besser bth FR way! pang Pas 
—_* 


; aie fi tetind Pediratooat ats; t 


ea 


x) 


= Le oT = 
ie aa. OUR TOR. 


contract for a year at a time, and whether or not during that 

period oF thet contractual era ciara Stcik they are providing any 

competition? 

Yes. They are. For this reason, Mr. Chairman, take the case 
i wne Great West Distributors. He hes a net Costa isa C se ie 
refinery, as I understand the contract. Now, that spread 


t 


between that and the tank waggon at the point he markets is 


a 


greater than he needs to make a normal profit under his 

system of distribution and, therefore, he will try to make the 
most money by selling the greatest number of gallons at the 
TOWest, POSsLole price to the consumer, a fair price to ham 

ang & Pron t. In other words, Mr. MacKenzie is in a position 
where if he selis 100 gallons at 4 cents profit he might make 
eoeoU, bub if he séiis 500 gallons at 1) cent protivy He: can 
mke ¢5.90, so he naturally chooses to sell 500 gallons at 

I Gena prorit. He is not concerted with crude oll orices end 
De ie iO CONCeErnGd With refining prices; He. ie only concer nan 
Vice woe fen. protit an dollars and cents... He is not even 
concerned with gallonage except as a means of making more money. 
50 fis inclination, apart from his contract, is to #0 out and 
market at the lowest possible cost so as to take as big a 
margin as possible between that cost and the production, plus 
marketing costs and the official Imperial tank waggon. 

So that by selling a greater gallonage at & smaller profit 

he ultimately makes more profit. 

MR. COMMISSIONER LIPSETT: If he sold 100 gallons at 6 cents 
hé would get more profit for less work? 

No, he would not, because he could sell 10 gallons at the 

same cost, we will say, as he could sell 5. He does not 
require more staff or mcre stations or tanks. Therefore, if 


it does not increase his cost to him to sell 10 gallons at 
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G Gs Plotkins. 
1 cent than it does to sell 5 gallons at 3 cents he will sell 
at the’chéaper price. In fact, that is the basis which I am 
basing my operation on. I am not looking for big profits 
per gallon but I am looking for big profits on my investment. 
So that I think that that answers your question, Mr. Chairman? 
TH CHAIRMAN : Yes, it does. If you can show 
that you are cutting prices as against the major companies 
anywhere. 
He cuts the price in this way----- 
I do. not. say that the prices should not be reised all. around, 
but we are just talking about something else. The cry has 
been that Ae jobber has been by providing competition and 
amore eriicient methodpor marketing, Deen menrorminn a yery 
excellent service to the publie, and, that may be s0.'.We have 
had some instances that have not been fully explored where 
a joboéeér has. sold at Less than the major companies, according 
to his evidence, But is: it. true, that, generally Speaking, 
that. is so, or generally speaking is, hot, the major company's 


price the price you pay? 


(Page 12,975 follows.) 
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A That the jobber sells at. 

Q, Yea? 

A I can only give you my experience. Mire Chairman. I 
know the Great West has been tough competition to us 
and the only way it can be tuugh competition is to 
Sell at the same price or lower and that is consider- 
ably below the tank waggon- Now it is true, just the 
same as it is true of every cormpanies’ jobbers, such 
as the North Star and the Maple Leaf, that in the nain 
they attempt to sell at tank waggon; in other words 
officially they endeavour to sell the greatest volume 
possible on a straight tank waggon Lasis; why, be- 
cause that permits the widest spread, because of com- 
petition or because of their desire to make more 
money, not on a spread basis but in total. They go out 
and where they can get the niost spread they will give 
a dealer a price or sell him under conditions where 
the net price to him will be less than the tank waggon 
end what I mean by that is, it is not necessary to have 
an invoice to prove that we ere selling lower than tank 
Waggon or sole other company is selling lower than tank 
waggon, in fact you will find very few invoices the 
way the industry is carried on at the present time. 
Everybody uses inginuity to find a scheme where they 
ean show an invoice at regular tank waggon and still 


sell at less. 


MRe FRAWLEY: Why such dishonesty? 


&> 


A It is not dishonesty. 
3} Pretence? 


A Pretence. 
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Yes? 
Well now I have explained that before, it is the sane 
explanation I have given you, i:ir. Frawley, in connest- 
ion with service station prices in Edmonton. It is 
because if it is done openly there is only one remedy 
for the Imperial and that is to beat it but so long as 
it is not done openly and it only effects a small per- 
centage of the total, they are better off financially 
to disregard it. Now that is self-evident to me; in 
other words if the Imperial sees that 10% of the 
volume is moving at 2 cents on an average »Yelow the 
tank waggon through our compeition, through acKenzie's 
competition, somebody else's competition, they certainly 
would be poor business men and poor financiers to say 
"ye are going to cut the price on the whole thing be~ 
cause somebody is selling at 2 cents less". Now they 
have sat down and figured if they cut the price on the 
whole thing they lose so much money. If they allow that 
condition to exist they are going to lose considerably 
less and they choose the lesser of two evils. 
THE CHALTRwAL s So long as iiackensie and 
yourself and others like you remain small in your op- 
erations they will leave you alone you think? 
That is the idea. 

It pays them to ignore you? 
That is it. 
So long as the percentage of underselling is relatively 
small? 
That is right. 


But the minute you become important enough to provide 
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real financial disturbance? 

ahec? is it. 

To the price they wish to maintair? 

Yes. 

You would probably go out of business? 

Well here is the way I would answer that, Jir. Chairman--- 
At least you would be engaged in a price war? 

Yes» Wo, not necessarily in a price war because there 
are various ways of the Imperial imposing the price or 
the condition on us, not necessarily to start a war. 
WAJOR LIPSHTT: poes that mean anything 
more, tire Plotkins thanthat in order to get a share of 
the business, a company such @s lire Mackenzie's, using 
that as an illustration, may give part of his commission 
to a dealer in order to get that dealer to put the Lus- 
iness through him and enable him to get part cf his com- 
mission, but that that cannot be passed onto the public 
because it would at once effect cther companies' price 
structures ? 

No, that is not the understanding, Mr. Commissioner. It 
is passed onto the public. 

THE CHAIRMAN: It gives something to the 
dealer? 

Yes. 

More than he ordinarily wceuld and perhaps should? 

Tes. 

The dealer in turn, without making too much noise about 
it? 

Yes. 


Sees that the public gets it passed on to them? 
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Yes, for the same reason. 

He gets & greater volume thenene otherwise would? 

Yese 

But it is not so great in the overall picture that the 

ma jor companies cannot afford to ignore it rather than 
Change their general price structure? 

Yes, that is correct, sir, so long as it is not great 
enoughe 

Now what about their subsidiaries, why do they let you 
get away with that on your theory? 

Who get away with it? 

tuackenzie and you? 

let me get away with it? 

Why not bring eat once the Sell Kefinery and the iiaple 
Leaf into play to do this what you are doing? 

Well they doe Now here is the way thet is done, in order 
to keep us down small and to keep disturbance to a 
minimum, there is one method that experience has taught 
the big companies to adopt and you have said that briefly, 
Mre Chairman, you have said so long as we are smal! they 
do not bother us, that is exactly it and the problem ia 
to keep us small so what they do to co that and mind you 
I an frank to admit that if I was handling the policies 
of the Imperial Oil and had to meet such a condition as 

I a describing I would probably do the same thing; the 
fact is that the Naple Leaf, the Canadian Oils and 
companies of that type and the Imperial itself to a 
Limited ait as has been shown here, to a greater 
limited extent than these other companies, in other 


words, the Imperial is shown that they do meet conm- 
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petition. in the form of a half a cent in some cuses 


and & cent in others but it is only limited to a few. 
outlets. 

Q Special allowances? 

A Yes, that is apart from special allowances, that is 
greater discounts, which is the only way the other 
company can do it, but with the waple Leaf and the 
Caradim Oils they make it their business to get as 
great a gallonage as possible on the same basis as we 
do; in other words from the very nature of things the 
Waple Leaf or the Canadian Oils are interested in as 
much profit as possible and they go out and on the same 
theory as we do. it may be by meeting competition and. 
selling at a lower price, that they would get more bus- 
iness and in the long run make more money. ‘Well now 
why do they not succeed tn the satie extent &s we do or 
the Great West Distributors or the srtic Oil, because 
I know all them companies are very successful, now why, 
because there is one thing lacking in the set-up of 
the iwaple Leaf or the Canadian Oils or any company of 
that type---= 

Q Line FRAWLEY: Why do you put those two 
companies together? 

A T am putting them in a type because they work under 
the Imperial Oil system, I mean they are both jobbers 
of Imperial Oil. 

G. Oh yes? 

A Gertainly. Now one distinction, they have not ef- 
ficient, acapable management in the sense, not that the 


managers are not efficient or are not oapable but in the 
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pense that the managers are bound within certain 
definite limits of management and as a result of that 
condition they cannot use their own intelligence to 
the full extent; they cannot change the system that is 
imposed on them, so as to run economically and they go 
out and do that and wind up with a loss or a consider 
ably smaller profit. Now that is the basic reason, so 
that when it ends up these companies that perform the 
function with less cost and less loss, ultimate loss 


than the Imperial, than if the Imperial had done it them- 


selves. 
Q Yes, they help to hold you down? 
Pa) Yes and perhaps legitimately but that is the situation; 


now that is the second reason. 

wow the third reason is 
the jobber makes it possible for competition to grow in 
the form of independent refineries. I do not believe I 
could have progressed as far as I did if it had not been 
for the help of the Great West Distributors and the srtic in 
that they provided me with a market for a good propor- 
tion of our refinery output at a price that we could sell 
it to them at practically our cost and still make a lot 
of money on it. Wow that is something which has been 
explained before. iJhile on the face of it I may sell 
to the Artic or the Great West Distributors at my exact 
cost for Lion white, what I consider is my exact cost, 
I can make a profit >because before I have agreed or be- 
fore I went to see iir. niackenzie and offered him 9 cents, 
17> Gents tea ny cost: TI calculated if I inereasedeny 


output 25% I will reduce my cost to 83 cents, so therefore 


be 


, 


“ 
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I go to him and I say “Well now I will sell you at my 
present cost, 9 cents, if you will give me so much 
gallonage", and I reduce my own cost with what I have 

to sell and what I sell to him, as a result of that 

deal, to 83 cents and there is another aspect to that, 
for some years we were continually in trou»le with the 
Government over the taxes for the reasons I gave this 
morninge Now iir. iiacKengie made it possible for me to 
sell at a price that is comparable to the major companies 
and J established, by the fact thet I did sell Great West 
Distributors, a higher tax value; in other words if IL 
sold to the Great West Distributors at 9 cents, I could 
use that as a basis for sales tax that figured out one 
year a saving to us of $4,000; now that is just from an 
aside but it nevertheless made $4,000 for us, so that is 
another benefit that the jobber conferred on our 

company and the same applies to the Artic, the same 
applies to the other smaller jobbers we sell to. 

Q THE CHAIRMAN: You are not forgetting, 
wre Frawley, that we have to put in statements from lLir. 
Plotkins? 

Luke FRAWLEY: Oh yes, ur. Stanger is 
here to put in scme supplementary statements. 
WITNESS: T have only two more 


points and I am through. 

2 THE CHA TkKmAN: ALE Piphti, Mr. Plotki ne. 

A Well as I said and I want to amplify it because of the 
additional gallonage that the jobber, the Great West and 
the Artic, potential gallonage for our refinery, we are 


able as a refinery toreduce our costs and therefore if 


we reduce our costs and on our system of doing business 
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where we do not follow blindly the other fellow's price, 
we pass that reduction onto the consumer in a lower 
price. 

MAJOR LIPSETT: The consumer? 

the consumer, yes. 

Mike FRAWLEY: You do not gell it to the 
consuner, what have you to do with it? 

Well we sell it to the trucker and certainly we sell it 
to the consumer. We sell it through the cartage agent. 
The Greatest part of our gallonage is sold that way. 

sou are talking about jobbers, jobbers do not enter into 
that? 

No, but if our price is lower because the jobbers buy 

a million gallons from us and I reduce my price 1/2 

a cent I am able to sell a half a 3ent cheaper to the 
dealer or to the consumer. 

It is volume wherever it i8, whether it is direct or 
through jobbers more volume less cost I suppose? 

I know but the practice is to pass it on to the consumer 
and the reson 1 do is fram a selfish reason, to in-= 
crease my profit. 

Now the next thing I want 
to touch on, there is only one criticism I have in 
connection with jobbers and that is that the Imperial 
and the major companies have maintained too big a spread, 
too big a jobbing spread und I think it has reacted to 
the detrinent of the independent jobber because it has 
forced him to use subtlety in order to absorb that big 
spread and his marketing costs take the benefit of it 


and get a good profit; in other words if instead of 6 
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cents he only had 4 cents there would not be so :uch 
giving away this and giving away that secret, it is not 
secret, all it means is he meets a situation because he 
has the means tc meet it. It is secret because it does 
not appear on the face of the ticket and that is all. 
What do you think the fairest way would be? 

A That is something else, I have an opinion, I do not be- 
lieve that the Commission should attempt, naturally 
explors it, that is their duty, but not attempt to set 
any Margins even jobber margins and under the conditions 
that I suggested earlier it will take care of itself 
and it will come down to ostween 6 amd 4 centr and that 
will be ample to take care of wholesale distribution. 

Q Your cwn jobbers' margin and the farmer on the uthyl 
and "Q" Brand is 43 cents? 

A 33 cents and when we have our split-up profits on 
products I will be more inteliigently able to say or 
show, I do not know myself what we have but I will 
be able to express really a mure capable opinion based 
on that, as it applies to our own office; 

Wow there ic another point 
that the jobber has been instrumental, more so that 
anybody else, in bringing about an advantage to tie con- 
sumer and that is quality and specifications. I recall 
when I was a jobber and I had ea contract with the i‘aple 
Leaf or previous to that with independent refineries 
in Montana; now I insisted on the product being up to 
specifications. J was buying them. JI was paying for 
theme IL certainly could impose my conditions and I did 


impose them. fhe ninute I made a deal with the .iaple Leaf 
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and acted as their manager I had imposed on me "iiere is 
daproduct,; fo, out -andisell it". Isfourd itcwas ne 
good. I didn't want to sell it. I went to the chemist 
of the company at Coutts and I went to the president 
of the company and showed it was not as good as I had 
been used tc selling it; the chemist and the refinery 
superintendent maintained it was good enough. They 
sald "Sell it. or get out" and thet is exactly the condition 
that the average subsidiary of the Imperial or any other 
company is faced with, that if the Imperial shipped a 
earload of gasoline to one of their points, the Liaple 
Leaf or the Imperial Oil agent, he may kick, he may make 
representations but nine times out of ten unless the 
product is sc bad that it will not sell at all, he will 
be told’ "Put it in and sell it", why, because the cost 
of shipping it back is probably as much as the value of 
the prceduct and the condition is imposed on the agent or 
on the manager of the subsidiary company, whereas a job- 
ber such as wir. Mackenzie or the Artic, if I deliver 
them or the Texas Company, my contract with the Texas 
Company definitely stipulates if any product is not up 
to specifications they will take it back at their own 
expense and we make sure when TI sell to a jobber that 
the quality is up to the mark because we know if it is 
not they will refuse the shipment. Well now that is 
pretty nearly bit ie Ll have to Saye 

w) MRe FRAWLY: Now if the jobbing bus- 
iness is all you say it is, why ere you getting out of 
Lt? 


There igs only one reason I am getting out of it because 
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you have to be a pretty good juggler, pretty avert 
marketer, to stay in the jobbing business. 

You are pretty shrewd, are you not? 

I am a little lazy at times nentally and I think Mr. 
MacKenzie has mede & wonderful jobber, of maintaining 
such, in spite of all the changes and conditions which 
have been in existence in this Province and I would not 
gO through, I would not do it for all the money in the 
world. I fsel that if as a refiner I can get my crude 
ON a@ competitive basis and take my chance of manufact- 
uring and selling it, I am creating employment for ny< 
self, I can make a profit, probably enough for myself 
and my family and do it on a reasonable profit and that 
is all I want. 

You are the very opposite of the jobber, you are in~ 
tregated, you refine and market yourself? 

Certainly. 

You have made a very nice defence of Mr. MacKenzie's 
company? 

find Trimble or anybody else. 

But speaking about yourself, you are a jobber? 

Yes. | 


And you are getting out of it as fast as you can? 


That is it. 


And you have been struggling for months and months to 
get an ithyl contract so you would not have to sell 
somebody else's goods? 

Yes, because + feel if I can manufacture a product on 


a profitable basis I will not have to work so hard to 
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maintain myself in the business. 

Mie FRAWLEY: ’ Allovight jcthenk you. I 
will call i.r. Stanger. | 

MR. HARVIE: ‘I have just one question. 
Did you have anything else, ir. Plotkins? 

A No. 

Q MRe HARVIE: Mr. Re T. Gilbert is your 
sales manager? 

Li No, he is not my sales manager. He is a salesman. He 
is a field man. 

Q You were present when he gave his evidence? 

dA Yes» 

Q I want to direct your attention to Volume 111, the 
evidence piven. by ur. Gilbert, 06. The’ Slat of July, 
which appeared at pages 12,546 through to 12,550. [ 
do not propose to read it or anything like that. It 
is where he is giving some evidence as to the practice 
of the Bell Refining Company? 

A Yese 

Q, snd he mentions some deal he had with «a man by the 
name of Becker, I think you hawe read that evidence? 

i I have sir. 

Q And by request ., at my request, you have looked 
into the facts? 

A Yes, I looked into the conditions and the books anc deals 
to satisfy myself with the actual conditions. 

Q Will you just aake a statement? 

A Yes, in connection with i:r. Becker I found that the only 


credits that the Bell Company extended to him are in 


fact they extenued no credit, the only thing I found on 
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their books was in the form of N. 5. F,. cheques and 
that might, should not probably be considered as 

credit and I also found that they did loan him some 
drums but a very small quantity so that in the main 

the statement that they took him away from us on a 
credit basis or credit and drum basis is not entirely 
correct; the point there that Mr. Gilbert wantea to 
make, he was incorrect in a good many of his state- 
ments in regard to summiug up what were the real con- 
ditions between the Bell and the Lion and I want to 

sua up all his evidence in this one fact, the dif- 
ference in marketing between the Bell and ourselves and 
the B. #é» and it will answer all the questions which ir. 
Gilbert made or attempted to expose, is this, the Bell 
sells to dealers not on the basis of the B. &- or on 
the basis of the Imperial, they sell to dealers on the 
same basis we do or the Great West Distributors hen- 
selves, that is they do not attempt to set up a Bell 
plant some place and stock up with a resident agent; 


they in the main let their business come in the form of 


truckersor dealers who have pumps or equipment of their 


own in the main and quote them a price, not the tank 
waggon as would be quoted under similar conditions by 
the Be A. or the Imperial less 1 cent but they quote 
them what they have established as their agency con- 
mission, 2 cents; now the effect of that is that they, 
and they consistently do that, in other words, they have 
a 2 cent spread between the ee ee and the tank waggon 
and they give that, not only to what is called commis- 


sion, I mean agents, bulk station agents, because I do 
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not believe they have any or if they have, very few, 
but they give that to the same type of dealer we have, 
the trucker, so that through that methoi they enter 
the same Tield as we do and they dco it on a different 
cundition, different basis. We pay a cent and half 
commission on third grade and kerosene and 2 cents on 
standard and Hthyl but they pay a flat 2 cents to 
everybody on all, sc that that in itself would give a 
slight advantage to the Bell if the chose to go to 
one of our established truckers or dealers and said to 
him "Well you can only get a cent and a half,’you can~ 
not get any drums, we will, our regular prices is 2 
cents and we will occasionally lend you drums if 
necessary", and that is the essantial difference be- 
tween the two companies and the essential, between 

the Lion and the Bell and the essential difference 
between the Bell and the pare nt company the Be A. Now 
does that answer that? 

wire HARVIE: Thank you. 

MRe BRAWLEY: iire Stanger. 
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JOHN STANGiuR, having 
been recalled, examined by u.re Frawley, said: 
WITNESS: Gi bee SO. Dit Tn 
Frawley, is information you have required from time te 
time plus some further information on our inportations 
of lubricating oils which the Gommission requested. 
You are offering a folder, a file of statements which 
you heve entitled "Information concerning Lion Oils 


Limited operations as requested by iire J. J. Frawley, 
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Commission Counsel", over and above ixhibit "545" which 
you yourself filed the other day? 

Yes. 

And it also contains over and above my request, a state- 
ment respecting lubriceting oils? 

Yes. 

GH Cos TRAN; I suppose that can go in 
as one Exhibit? 

Mie FRAWLEY: Yes, lire Chairman. 


(FOLDER WITH DOCUMENTS FRO- 
DUCED AND MARKED EXHIBIT 


Uh ete fia wr 
MRe FRAWLEY: That is all, lir. Stanger? 
Yes. 
Re FRAWLEY: Thank you. 


DONALD FAY BuCaiR, having 
been first recalled, examined by hire Frawley, said: 
iire Becker, you are here today to file some statements 
that were requested the other day? 
Yess I believe, there are copies of an Exhibit alreaay 
filed. | 
These are copies of some statements already filed? 
Y6Se . | 
All right, we will have those marked later? 
And these are statements of the operations for the year 
1968, the Becker Oil Company. 
This is something different from what you put in al- 
reaay? : 
No, that is another. 


These are sets of copies again of wit we put in before? 


YesSe 
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Very well? 

And these are copies requested by mr. Cottle, a state- 
ment of operations. 

This is new? 

Yese 

This is a statement of costs, purchases, sales and op- 
erating expenses of country stations for the 12 months 
ended c8th February, 1939, Becker Oil Company? 

Yes. 


(STATHIENT PRODUCED HER 
MARKED AS HXHIBIT "588"). 


Yes, sir. Becker, something else? 

A statement concerning plant operations. 

Ghis arose out of a discussion that you had with iir. 
Cottle the other day as to the operation of your crack- 
UOSOUELt princes pally? 

Yese 

It is called "Brief concerning plant overations of 
Becker Refineries", it is a sort of some semi- 
technical statement with regard to the nature of the op- 
erations? 

YESe 


(STu.T ij ENT PRODUCED HERE 
wakKLiD AS EXHIBIT "589"). 


Yes, lire Becker? 

That is all, wr. Frawley. 

luk. FRAWLEY: Thank you very much. 
GHORGH A. MACKENZIE, 

having been recalled, exailined by wir. Frawley, said: 


Yes, ire WacKenzie, now you were to complete some infor- 
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Ae Mackenzie 


me PEDO 


mation with respect to a departure from Imperial posted 
tank waggon prices? 

This is all I have been able to obtain up to the present 
time and I have taken it to you, the ones which I have. 
Thank you very much. Now you offer a statement entitled 
"Great West Distributors, Limited" and it differs from 
the statement you gave us yesterday, it shows the de- 
parture from what you call standard tank waggon prices 
at the points listed, totalling altogether 22? 

82 sales slips. 

22 invoices? 

Yes. 

And running in date from about the 15th of i.arch, Hhir. 
Chairman, to the 26rd of June, it would appear fram 

the statement? 

Yese 

And you have 22 invoices to support the statement? 

Yeso 


(STATINT PRODUCED HERE 
LiARKED AS EXHIBIT "590"). 


With the invoices attached? 


Yes. 
(INVOICES SUPPORTING HXHIBIT 
"O9U" PRODUCHD AND mARLED AS 
HXHTBIT "590" (a). 
I think perhaps it will help if we just take and look a 
little clusely at one or two; the very first one shows 
that on the 27th of Way 1939 at Lethrbdige station a man 
by the name of L. Burr of Lethbridge purchased 180 gal- 
lons of Zed Head gasoline at 17.7; oh well then the 


slip shows "less 1 cent commission" and also less coupons 
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18 
meaning by that by virtue of 1 cent per gallon commission 
aah you Cail its “he paid e net of 16.7? 

A Well for instance a case of that kind, instead of us 
making delivery to this farmer who came and obtained his 
Own products and we allowed him a cent by way of commission 
OF on cartage for taking it himself, 

Q Well now do your statiors hold this out @8 your policy, 
that if a farmer will come and take it away? 

a We do at Lethbridge, it is a salaried station. 

Q At Lethbridge because it 18 a salaried station? 

Lf Yes. 

a) There are no commissions paid, you simply pay a salary 
tO the man? 

Li Yese 

Q Whether he sells 1,000 or 109,000 gallons a month? 

va Yes. 

Q And you feel you have a little more freedom there to 
carry out this policy? 

A We feel on a policy and » condition existing like that, 
where a man comes and takes his ow. precducts instead of 
ug daking the delivery we should allow that. Which I 
believe is not the policy of cther companies. 

Q I see the next statement, the eavth of May, Ae We 
Henderson, Lethbridge, bought 90 gallons of ithyl 
gasoline for 2000, which probably was the tank waggon 
at that place, was it not? 

A Yes. 

Q, Less 1 cent commission on hauling’ 

di Yes. 


Q Amounting tc 90 cents? 
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It is the same thing as the other. 

It is really a rebate to the man you might call it 

or same allowence to him because he is supplying, be=- 
cause of his hauling himself? 


Yes. 


(Go to number 12,994 ) 
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G. A. Mackenzie. 


Now, let us lock at the station where you have no salaried 
agent, Duberry. 

THE CHAIRMAN: Why have you'a salaried agent. 
at thet “pointy 

That is a Central distributing point which we have there. 
We have a large investment and these veople live there 

and these trueks come in possibly at any time during the 
night and we give 24 hours' service, both for loading and 


t 


unloading at that point. We have a large tankage. 

Would it be practical to have salaried men everywhere as 
agents? 

Dave Never surveyed) thas thing, £do not helieve it: would 
at all points. We find in some places we do that where it 
is practical to us and because the man devotes his time 

in that way. We have outlets where we can get the gallonage, 
for instance, at Udlgary that is a salaried man. We have 
three 8 hour shirts that we run down here. At Edmonton 

it 18 a Salaried point and Innisfail was a salaried point 

but we discontinued that particular salaried point and 
changed it to a commission point as we found that where the 
agent was on a one day shift when he was on salary he did 
not seem to care and he was not as keen as he was when he 
was on commission and we changed it back to a commission 
point on that account. 

MR. FRAWLEY: One of the cases you have given 
us here, Duberry, Invoice No. 108383, W. Bortsch. You show 
Red Head gasoline, 45 gallons, 20.8, which I presume is 

the posted tank waggon at that point? 

es. 

And Powerite white, at what I also presume is the tank waggon, 
and purple gasoline at the posted tank waggon. But you have 


less dealer discount 1 cent. There is another departure from 
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G. A. Mackenzie. 
the standard practice? 
Take the lealer we mentioned yesterday. He is a farmer that 
has his own equipment there at Duberry. He is not a fees 
He is a farmer, so, therefore, he comes to us and he purchases 
on that basis and we figure that the consumer in that instance 
is entitled to the 1 cent reduction the same as the dealer is. 
Just like the town mnsumer, that is the wholesale grocer 
thet youreav. tie 1 cent off tor 
No, this man if he has tanks and equipment and ears like 


that, I believe he is entitled to it. He has got an invest- 


ment there and so far as we are concerned we have not got our 


investment there in drums and he has paid for his tanks and 
equipment and underground storage, and he is a large operator. 
tT openly tell you what I do and possibly some of the others 
do the same thing, but won't admit it. 

That is interesting. It is not very many farmers that have 
equipment that the wholesale grocer has, but you put him 

Om your, commercial consumer list. That is all you are doing 
with this man, you put him on your commercial consumer list? 
Yes. 

MR. PLOTKINS: You say there 18 not very many, 
but you would be surprised how many there are, large 
consumers in the Province, farmers. 

MR. FRAWLEY: Well; woah Vos tT ne And may the 
Commission take it that wherever a farmer will put in his 

own umerground storage and his vending pumps or whatever way 
fie has of getting it out of storage, that you will put him 
un your commercial consumer list? 

Yes, I will go further than that. I think that on account 


of us having done that and are actually doing it, that the 
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G. A. MacKenzie. 


other companies are following the same practice in doing it 
now. 

There is only one other thing that I want to ask you about; 
You have put in an account here from Acme to the Calgary 
station. That is pretty well what we had yesterday? 

Yes. 

Ct would seem then, to sum up this new evidence, apart trom 
the practice you told us of yesterday that you have---- 
there are two other aspects to this departure of yours, 

one that you will give a man a cent off if he hauls his own 
e00ds, vand- you will also give him a cert off if he maintains 
Some equipment, such as the commercial consumer in the cities 
maintains? 

Yes. 


There was not anything °© é8lse you wanted to say, Mr. MacKenzie? 


No. 
MR. PLOTKINS: There is one question I would 
Like to aak. Wheh a Jarge dealer, and what I mean by 4 


large dealer is a man established in a given point who can 
show you he is doing fifty or sixty thousand galions of 
business and he comes to you, would you meet the competition 
of the Lion Oils-and the Bell, or would you meet the prices 
Of tne Beld or the, Lion Oils or the Canadian O11s oT any 
other company in attempting to get that basiness? 

Well, naturally. 

So that in effect when you meet that price that dealer can 
go out and sell on his own basis and disregard the tank 
waggon? 

(eho Latianx ethey pracvicel ly) all. do that. 


Gan they do that’ with the Imperial Oil? 
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G. A. MacKenzie. 
Well, I am not conversant with what the policy of the 
imperial Oi1.is-and what the Imperial do in that regard. 
You are conversant----- 
I Would gubink they could.do that, but 2 doa not think sco. 
I think the Imperial would do, and I cannot speak for them, 
you understand. I mean that when their truckers come in 
and purchase products, even then they must sell and market 
them on the conditions set down by them. 
You mean their agents? 
i meanecuneir sacentdis.a trucker, 
DPOPVGu (GOW, Orel baLS.your expericnce that that same dealer 
ieabecomes Go you to-get a price based on fifty or sixty 
thOUSenGezet longs: swe Will say, to Trothu, where there a¢ 
already an -imperzal bulk station, can he go to the Imperial 
Oil and get any consideration or any discount off the 
tank waggon? 
i @O,net think he can. 
yo that in effect you are meeting competition,no matter what 
the price is? 7 
Yes. 


MR. FRAWLEY: That is all, Mr. MacKenzie. 
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ds Taylor. 


JOHN TAYLOR, having been duly sworn, 


testified as follows: 

MR. FRAWLEY: Mr. Taylor, you are the secretary 
of the Alberta Motor Transport Association? 

Tay ES erient. 

What is the nature of your operations? 

The nature of our association, it is an organizaticn formed 
in this Provinee ineluding in its membership all those who 
Gocrate Lvcvve, avs Bnd GO. licence plates. 

PeowWe, Whew voli Ot a Licence plate. is that? 

Fubla ce pervies Vehicle. 

ADO C5 Ve 

Commercial vehicle. 

nd 0” ligence, 

That 1s a City licence. 

Pee go ulege Poupls are privileged to belongs to your Associa— 
tion? 

Tat 28 rien. 

What is the purpose of the Association, what ere its aims 

and objects? 


The aims and ohjects of the s»ssociation are to deal with all 


problems that confront the trucking industry in this Province. 


Has the trucking industry in this Province a new problem 
Lately? 

LOO Sue we Chis 

How does that arise? 

That problem arises from the fact that application for agreed 
charges has been filed with the Transport Commission at 
Ottawa. 


You are referring to this Exhibit "550"? 
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-12 ,999- 
one layvloT. 
A Iam referring to application No. 4 filed with the Trnnsport 
Commission. Is that it? 
Q ER, Cre ok Gio 
A That. is fine. 


ce) 


Exhibit "530". You are here to-day to make a statement to 
the Commission, being a submission of your views with 
respect to the application which is coming before the 
Trensport Board )Doriapproval? 


A Meat is right. 


© 


Then will you just say what you have to say about it? 

A Ree DOLBVeds Cui. Wi amewie secretary of this organization 
and. 1 wis “POn poli, Oui ohe position of the trucking 

MCUs try ein tine Province of Alberta and its relation to the 
general public interest. 

I Del eve your Honour and, eentlemen, 1t- iS quite 
apparent that Highway Transport has quite demonstrated its 
righ tO existence by the manner in which it has developed 
(Urine rece years, oh Service that Ls speedy and highly 
flexible has most certainly been the need which we find today 
being capably filled by the trucking industry which at 
present is so well serving the people of Alberta. 

In the world of transportation, as in other fields, 
things of tremendous importance are daily occurring. 

May I at this time give you some illuminating 
comparisons concerning the relative services of railroad 
and truck in the realm of time. 

Shipments leaving the city of New York to the city 
of Calgary by bonded and insured carrier will arrive in 
9 days by truck, where it takes 15 days by L.C.L. freight 
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J. Taylor. 

From Chicago, similar shipments leaving Monday 
will arrive in Calgary Saturday, that is, in 6 days, wees 
ou Gere 10 cave by the i. (. Le freight train. 

From Columbus, Obio, truck shipments arrive in 
Calgary in 7 days, L.C.L. freight shipments in 11. 

Time difference from San Francisco is 5 days by 
truck agnimst le to 14 by L.0.L. freight train. 

May I point out, too, that wnen a measure of 
downright expeciency recently arose when serums were needed 
by the Alberta Provincial Government to check a sudden 
threat of epidemic among horses, having in mind the factors 
of speed, load, and costs, the truck was chosen because of 
the particular services it alone could Trendey. 

We bring you these facts, your Honour and gentlemen, 
to acquaint you somewhat with the type of serviec the 
trucking industry has been able to give the eitizéns of 
ALberta during these’ recent years. 

it is because of these facts, your Honour and 
Gentlemen, that we definitely contend that the Trucking 
Industry is now, and will ever-inecreasingly become, no 
small factor in the economic life of this Province ani that 
its services are ever-increasingly being sought. 

I hold in my hand an Applieation and agreement 
the purpose of which is stated as follows” 

"This agreement on the part of the railway is intended 
"to enable the railway to meet competition of highway 
EPrauS Oru es 
But, your Honour and Gentlemen, further along we discover in 
the conditions attaching to the agreed charge, Clause l, 


section a, it says: 
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de LayvLOT. 
"Exeept as otherwise herein provided the shipper agrees 
"to deliver to the railway for carriage between the 
"stations and/or places specified in paragraph D, 
"which is the Provinces of Alberta and Saskatchewan, 
"the said traffic howsoever direeted or consigned; 
"and not to ship or cause to be carried any part of 
"the said traffie by any means of highway transportation 
"what soever." 

i would state without reservation that the only 
meaning I can read into this Clause is not that it is an 
answer to the stated purpose of the agreement - that is, 
HO, PeetLuconpetition,, but is rather. a.definite process of 
CLigni pation. 

This, your Honour and Gentlemen, is the age old 
cry ‘that was raiseé when cotton spindle met spinning wheel 
and again when stage coach and steam boat met railway. 
tT believe you will agree with me that to the extent that the 
MOU AURICI eS of bebLter and more flexiple means ot sureang= 
portation to that degree it will supersede its competitars. 
Within the confines of this Agreement lies their only hope 
to tax or legislate their more efficient competitors out of 
existence. It is a spirit of cowardice that will fail in 
this generation as surely as it failed in preceding periods. 

I am prepared to submit to this Commission facts 
and figures which will definitely establish the fact that 
Application # 4 and Agreement attached thereto is not a 
condition of meeting competition but one aimed directly at 
the Trucking Industry. 

May I submit, too, that ag a source of revenue 


fo this Province the motor truck has paid, and is paying, 
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more than its reasonable share of taxes. Considering one 
unit costing, say, $2,000 using aporoximately 8,770 zallons 
of Gasoline a year and contributing ¢ per gallon tax, 
and $125 P.S.V. and wheel base Licence we discover the 
revenue Olt ths one truck is 6738.90 to the Provincial 
Government yearly. 

Let me at this time acquaint you with the fact 
that we-have been advised by the Highway Traffic Board that 
there are 473 P.S.V. oil Operators Trucks operating in 
this Province at the present time and--taking on the 
average the amount of Gasoline used by one truck amounting 
to approximately 8770 gallons per year, making a total 
consumption for the 473 trucks of 4,148,210 gallons of 
Gasoline and the Gasoline Tax at 7¢ per gallon would amount 
to $290,374.70. 

We are also advised that in addition to the P.S.V. 
OlteoOp-Lator urucks, there are™=alsoew/9 U,V. Ol) Upereton 
trucks used within this Province, which means Company-owned 
trucks,-and.hy figuring on the same basis it would mean a 
consumption of 3,323,830 gallons per year and the Gasoline 
Tax would amount to $232,668.10, making the total Gasoline 
Tax $523,042.80. 

In addition to the above we have estimated the 


average cost for licences per truck as follows: 


Wheel Base $35. plus $90 ..cccsceeHl25. 
Blery rors 4757 at Blip bers ff P.PRE PS . $59,125. 
ee Cees eo a Lob et sass oe Segre aerd UvG47 ,So7be 


Now, in addition there are 225 trucks hauling 
Gasoline in drums using approximately 1,973,150 gallong; 


wheel base and P.S.V. licenses amounting to $28,125; 
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ds Tayvior. 


road Tax at 7¢ per gallon, making together with Chauffeurs 
Licenses of 34,800 a total revenue from the trucks per year 
im Gur Proviiee of $166,245.50 and a erand total of 
8689 ,288.30. 

1G 13,8, Delicve, Unnecessary for me te point cus 
another important factor, that of 6,000 unemployed drivers. 


a 


Now, “as (to the agrecmen | may [ point out to you, 
your Honour and Gentlemen, that the Agreement, if mde 
operative, will be terminated at. the latest by March 3lst, 
1940. What guarantee, Gentlemen, have the citizens of the 
Province ® Of Alberta that these lower retes will not give 
way to the regular or even higher rates, at that time? 

Gentlemen, the Trucking Industry in this Provime 
has been well pioneered by men who have been shown no special 
Privivlese. Neve received no subsidy and in the face) of honest 
competition have rendered an ever-increasing service to the 
Pegple On Ge Zrovyince by capably filling a distinc? ang 
unique "need » 

If you will allow me to refer back to the statement 
Il meee in regard to these figures from the Highway Traffic 
Board. I might suggest to this Commission that if they 
Som trom wie iene,  raftic Board the figures in reszard wo 
the truck industry it would be very illuminating as far as 
tie Province 1S concerned. LT am not in a position, to ger 
these from the Highway Traffic Board but T am sure that 
this Commission would be if they so desired. 

Another basic objection we take to the allowing 
of this agreement and to its application is the fact that 
in this country and I believe in one case this statement cam 


be very successfully proven and in the other case it will 
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not ,i believe,”be challenged, = but I believe if in this 
country we have arrived at the stage in its development 
where subsidized industries can force out of existence their 
legitimate competitors that are not subsidized, it is a very 
serious situation. The two convending transportation systems, 
the C. Po R. and the Canadian National, I submit and I 
Netieve JT can suvsvantiave from my point in regard to the 
GC. P. Rs, but the other it igs not necessary, they are 
Subsidized, and the trucks are not. They have operated and 
will continue to overate on the basis of competition. Their 
very existence depends on the serwice and flexibility wi th 
which they endeavour to meet the competition that confronts 
them. In the last ten years that industry has grown in 
this country dnd on this continent to a very great extent. 
ieee Lovee TOL noe rea Lnere are JcO00 Pas iv. Operauors. 
env F.o.¥. Operatore. That does not mean trucks. Or 
there are approximately that many, within a very few one 
Way Or ine Opier.s Thay, Gentlemen, L[ submit to you, 18 4 
large number of people, with a large investment, an investment 
of possibly well over 2 million dollars in equipment, 
largely servicing every farming community of this country 
or of this Provime, and assisting in its general development, 
the development of its natural resources and so forth, 
which the competing transport systems cannot possibly service 
because they have not any facilities to do @. ot ky Faas 
they do this thing they will, in my opinion, deliver at this 
major industry a blow whicn will retard its general develop- 
ment and retard the general development of this Provinee 
because it was on the basis of its service and its ability 
to meet and to serve the everyday conditions that evolved 


that the Trucking Industry originated and developed from. 
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In pointing out that these rates, if made operative, 
will certainly not be permanent, we must at this time state 
our strong conviction that the whole matter has been evolved 
to force the motor trucks off our highways. 

May I say in closing, your Honour and Gentlemen, 
we are certSinly not prepared to submit to this Commission 
that the Consumers of this Province will be well served 
by making it impossible for them to use a service they 
have been disposed to use in ever-increasing numbers for the 
good excellent reasons they have discovered and which I have 
nere outlined. 

in other words, Gentlemen, we believe that a con- 
diton of monopoly will be created if this aereement is 
allowed to become operative. We are not prepared to-day to 
recommend that as far as the freight rates on the distribution 
of petroleum products are concerned in the Provinces of 
Saskatchewan and Alberta, that we are prepared to leave that 
to the tender mercies of the Canadian Pacific Railway Company 
or the Imperial Oil or the McColl-Frontenac. I thank you. 

Q MR. FRAWLEY: Me. Taylor; (cen you sive the 
Commission any figures which would compare with the charges 
which are about to be agreed upon between, or which have 
been agreed upon? 

A As I said, Mr. Frawley, at the outset, owing to the time 
element, I am not prepared to-day to submit any figures 
along these lines, but I am definitely prepared to submit 
them to this Commission when I have the time to do a, which 


I feel would be in thirty days. 


&)> 


Now, Mr. Taylor, are there any published charges of rates 


in cents per 100 pounds for the movement of petroleum 
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ds Taydior: 
products by transport? 
Not that I am aware of at the moment. 
Can you even tell us what the going rate would be, say for 
i00 mites? 
Mr. Frawley, ‘as''T “said Pbefore, "> am not prepared to discuss 
this at random but I will prepare a brid for submission tc 


this Commission. 


(page 13,007 follows.) 
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- Je Taylor 
Q MRe FRAWLEY: You are not able to say in 


what manner, I presume, the consumer will be either 
benefitted or hurt by the coming into effect of the 

freight charges as against the existing state of affairs? 
As I understand it; and I am not making this as a definite 
statement, there has been some reductions according to 

the press reports on certain classes of petroleum productse 
Yes? 

To a radius of 270 miles from Galgarys I believe that 
that report is correcte 

Yes? - 

I am definitely of the opinion that any temporary advantages 
whick might be gained will be of definite disadvantaze in 
the long run when we take into consideration the true 
condition of affairs, which will be created in this province 
by the application of those rates. 

Yes, thank you Mr. Taylore 

MaJ OR LIPSETT: Mire Taylor; you gave us the 
figure for the Government taxes, did you give the number 

of gallons of oil, of less oil which would be consumed 

in the provinee if these trucks were put out of business? 
No; I have note As I said, the whole statement was not 
complete. I did not have time for to prepare my brief 
properly but if it was the desire of this Commission, we 

are prepared to do that at a later dates 

MRs FRoWLEY:  _ _ &s a matter of fact, Mr. Taylor, 
you received the Publie Serviee Vohiole Office figures, 

not dircetly but you did indirectly? 


Indirectly, not directly, that is right. 
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The same figures we had here the other day? 


YeSe 
THE CHAIRMAN: Any questions? 
MR.e PLOTKINS: Mre Chairman, I would suggest 


that Mir. Frawley obtain from the Highway Traffie Board 


authoritetive figurese 


MRe FRAWLEY: Oh yes, I am going to do that. 
MR. PLOTKINS; That is all. 
TH CHAIRMAN: That is all, thank you, 


Ir, Taylore 

MR. FRAWLEY: Thet is all the evidence that 
1 have; Mr. Chairman, 

THE CHa IRMA i: 7 Now, Mr. Cottle, you were not 
here the other day when we were discussing Exhibit "543", 
even if Mre Plotkins was not here when it was pioduced in 
evidence, that is the report on the examination of the 
accounts by Henderson & Teare, Chartered {ccountants of 
this city. We have given thought to the submission 
that Mr. Plotkins made that his company, being a private 
company, ne nos not’ Hereiorore Deen required to disclose 
his capital position. We think that there is not the 
Slightest force in his submission because, whether the 
compa ny be a private company or a public company, it 
matters not. We are entitled to this, at least we have 
a duty, to get this information or we have note The 
nature of the company from whom we obtain it, it seems © 
to us, is of no importance and if it has a disadvantageous 
effect on the person producing Lt, that is something we 
cannot helpe We have had to do things before that we 


did not want to do but Mr. Plotkins made a further 
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submission upon which we want to hear you, namely as 

to Whether or not he is being asked to do something 

which other refiners or marketers Weve udt been 

required toa dc. 

MR. COTTLE: Well, I can assure you, sir, 
tae he has not been asked to do what others have mt been 
asked fo do. We have a similar statement frum The Great 
West Distributors, which is alse a poate company. We 
have similar statements from the Beeker Torte eas the 
Becker O11 Company, the Gas & O11 Preducts, the Maple Leaf, 
and in respect to the Texas Company, Messrs Peat, Marwick 
and Mitchell have made an examination and have confirmed 
the statements prepared ty them are in accorjunce wi tr. the 
balance sheet .%4d financial statement of the company; with 
reference to companies whose operations extend in provinces 
other than Alberta, I have not asked suck people as the 
Imperial and British American, all of whom have publishec 
statements, to give me their complete balance sheets for 
the whole cf Canada. They de not prepare individual 
bal«nee sheets and profit and loss statemonts certified by 
auditors for each of the provinces and of course, all we 
are concernec with is what goes on in the Previnre of 
Alberta. The published statements are available tc 

any a they are published in the press vut what. we have 
got from. them is a statement of their complete assets and 
liabilities and depreciatiun reserves and profit and loss 
as the result cf operations in Alberta I. de not .think 


there has been any distinction made between one type of 


company. or one class cf companye. 
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THE CHAIRMAN: Anything more to add to 

what you have said, Mr. Plotkins? | 

MR. PLOTKINS : Yes, I-co not believe that 

the financial staaement of the Imperial Oil or the British 
American are complete in its details but I also take the 

stand that I believe Mr. Cottle is wrong when he says 

that the Imperial Oil in Alberta from the statements which 
have been submitted to this Commission showed the assets 

and liabilities. They showed the assets employed in the 
Provinces for refining AE marketing purposes and they show 

the profit and loss in the operation but they do not go 

into cetails as to the assets and liabilities because 

that, it is obvious, on a provincial basis, it woul? mean 
nothing so that the only w.y wo enn g4t the true ser ores would 
be on their Dominion casis but I believe that after hearing 
you, Mr. Chairman, pndwuserine Mr. Cottle, that, aaa from 
the’ fact that T am showing SO Oe Fee : little more detail, 

Basen ead the other companyres have given the seme infcormation 
Pca t Ge Veavo. 1b attest. 

THE CHAIRMAN: i That is a very fair position 

+o take up, Mr. Plotkins, Now Mr. ReanLone kave you anything 
to add, > | | 

MR. FRAWLEY: No, I am now asking fcr an 
acjournment of the Commission to a @ate in September. I 
would say the 12th of September would be satisfactory te 
everybe dy subject to perhaps some further developments but 

at’ the moment I would ask that the Commission be adjourned 


until the l2th of September. 
THE CHAIRMAN: Have Counsel anything to say 


about that? 


ol 


rf 


gre Bre, Niet ha 


MR. NOLAN: The only observation I 
would make, sir, perhaps Mr. Frawley will, when it is 
convenient, give us an indication of what work is to be 
taken up when the Commission dces then resume so that we 


may govern ourselves accordingly. 


MR. FRAWLEY : ES peta ale 
MR. NOLAN: He may not know now hut he 


will know some day ard he might let me know and he will 
let me know I am. sure. 
MR. FRAWLEY: Yes, and Mr. Harvie and 


Mr. Plotkins and anyone else. 


THE CHAIRMAN: The 12th of September is a 
Tuesday. Do you want it the llth or the 12th? 
MR. FRAWLEY: There might be some advantage 


in the first day of the week although perhaps not a very 
greatt deal. It does not matter very much, Mr. Chairman, 
thewbitn or the 12ta, the lath if.jyou like. 

THES CHAIRMAN: Viell, Mr. Haryie, have you 
anything to say. 

MR. HARVIE: None, Mir. Chairman, other than 
I would Like to get the same information as asked for by 

Mr. Nolan. We would like to get that as much in advance 

as possible as we have more submissions tc make and more 
evidence to present to the Commission and we would like to 


know as svuon as possible the procedure that is going to be 


followed, 
THE CHAIRMAN: Will that give you time, 
Mr. Frawley. What I have in mind is this, we realize 


that Counsel who are continuously engsged in the work of 
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the Commission as some of you are, are necessarily dning 

a tremendcus amount of werk and more than we are nae eehtiy 
doing in that you have’ to work after hours gathering your 
evidence. Now we would not adjourn, were it not out of 
consiijeration for Counsel and indirectly for ourselves and 
for the work cf tre Commission in that they must be fit to 
¢o that work ard so J. think they cannot continue longer 
without an interval but it is futile to adjourn for a period 
of time and then occupy that time in working out a working 
programme and ccmmunicating with Counsel and vorking upon 
that. The wrole idea of taking any period of time is for 


rest and recuperation. 


MR. FRAWLEY : YesSe 
THE CHAT RIAN ; Now if you are going to 


plan a programme and carry on consultations with Counsel xs to 
how you are to proceed, during all that time, you are going 
t> defeat the thing for which we are adjomrning. 

MR. FRAWLEY: Yes. As a matter 56f Fact --- 
THE CHATRMAN + This Commission, I may add, 

is going to gc right on working at this work with the hope 

of having something behind it when we meet again, subject 
always to what further evidence muy dc to that which we 

have considered and what bearing argument of Counsel will 
have upon it but we hope to review some of the evidence 

which is past. 

MR. FRAWLEY : It is very difficult to say, 
os course, Mr. Chelmman ~+- 

THE CHAIRMAN : I mean if you want further 


time we are content that you have it. It is quite clear 
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that w> have enough miterial to give us « good’ amount of 
work, so you need not consider us but I want it to be. 
elear, in taking time off, you are taking onough off 


to do yoursclf some gnodo 


MR. FRAWLEY: I thought of suggesting the 
Peo wore Le tis wi tiene possibility of having to ask 


for a further seven or sight days vr something of that 
sort when that time came, particularly if I am to give 

@ summary or a precis or programme of the further ovidence 
to my friends, which I want to do for them as well as for 
mysclf; It will help mo and help them alsoe 

MR. PLOIKINS: If I might make a statement, 
Sic, -) bhink you ere ™quigo rigive We should be given 


45U days rest from the labors of this Commission anu at the 


end of 450 days then come together and see what the programme 


will be for the future and I want to point out, in my case 
at least, it is going to be a very busy season and I wuuld 
Like to spend as much time as I can and give as much time 
as is possible to preparing to assist the Commission 

to the best of my ability and I certainly would appreciate 
40 days rest and that would not mean rest for mee That 
would mean time for me tc Look after my own business. 

THE CHAIRMAN: You, like ourselves, I do not 
see how you are going to have any rest because, unless you 
personally are not concerned with the getting out of these 
further statements which you hope to have in the hands cf 
the STommission within throe weeks or so, to submit 
to Dr. Frey, who is in ‘iashington ---- 

MR. PLOTKINS: I am going to have to prepare 
that all myself. 
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THD CHALRMAN: Well do you not think you 
will find yourself much in the position wheres you just 
Will have to keep on working, unfortunat : though it be, 
for the reason that that statement is something, to be of 


value, must be examined ty Dr. Freye 


MR. PLOTEKINS: Ye6So 
MR. FRAWLEY: You understand, Mr. Plotkins, 


you are not prorparing the statement to submit it here for 
the first time? 

MR. PLOTEINS: NO; a0 2S te be submitted for 
the critical examination of Dre Freye 

THE CHALAMAN: And then you will be heard about 
it and he will be heard about it and you can reply to that? 
MR. PLOTEKINS: Yese 

THE CHAIRMAN: But it must go into his hands, 
so I do not want you to feel we are releasing you from the 


Obligation of having that ready within the next three 


weekSe 
MR. PLOTKINS: I realize that, sir. 
THB CHAIRMAN: Beesuse that would delay the 


vhnole tvork of the Commission. 


MR. PLOTKINS: YeSe 
THE CHA IRMSN: You understand that? 
MR. PIOTKINS: That is why, Mr. Chairman, 


I believe we should have 30 days interval and at the end 
of the 30 days meet again and then see as to the outline, 
in other words, have 40 days absolutely blank so far as 
the Commission is concernede 

THE CHATRMAN: Well I would like that very 


much and I would like to be ono of these free but unfurtun- 


ately we have to go at other tasks as soon as may be and to 


C-5 


have 30 days and then meet and decide on how many more 
weeks to give,. I cannot subscribe to that because I have 
not the time to do it. Otherwise I would bs very happy 
to, but Mr. Frawley, I am disposed to say now that you 


should take until the 18th and then go on at that time. 


MRe FRAWLEY: YeSe 
THE CHALTRMAN: And procced continuously. 
MR. FRAWLEY: That is porhaps the better 


suggest ione 

THE CHAIRMAN: I think it might be well to 
have a discussion with Counsel and Mr. Plotkins before 

you leave becauso you will not have time afterwards. 

Now, Mr. Plotkins, you at one time spoke of getting 
witnesses from outside the province and I mention that 

to you, there will be the adjournment, long enough to 
allow for that and if. you are still of that mind, IL 

just bring it baek to your attention that ve are implement- 


ing our promise and here is your chance. 


MR. PLOTEKINGS : Yese 
THE CH.TRM3N: I think we will say the 18th 


and I hope you all have a very pleasant holidayo 

Mae HARVIE: Will the period be from 9.00 
to 1.00 as at present or back to the old time. 

THE CHS IRMAN: Oh I think not. I think so 
far as the 18th goes wo will start at 10.30 o'clock in 


the morning. 


( The Inquiry was here adjournod to be resumed at 10.50 de Me 


September 18th, 1939.) 
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